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" S S S S ' ™ " 

! : ' S I . S 5 g . . " ! E 7 a S » ' S ! © ' 
A CMjmmu umrto t u a u r r coa^Mm, 

"•• i s a r s s s . " " ' - '*'' ''*"™" »»<»"••• 

"ss 
• • • S S . S f " " ' 

" ^ 
M MoemA uwreo u m u r t aatrnm. 

fS£ n r ^ 

oaoKO rtri£ w s u u w r auMm. 
rnusrec aaoea o e S a r W W T J , _ AEOMcieD A«e s . a m » s r / r 

Ktnet 
r/nZ. 

TMS uip s n u v s vesrco oevcufurrr AOXTS AH> nt f A o m rnvs 
fcsret) 5H>u A»MW m v F c c r n a m rejas raw a n er 
AEOMMriOr ( K ^ C A O C E TO mMOTM. CODE SeCTOa • 0 « t t f l M l i 

01RICKENQNEEKINS GGMmNY 

BLACK MOUNTAIN RANCH UNIT NO. 1 

nrs a Aiurer A njmeo nesaiavi oweunerr Moecr AS eermco m ourrta i. t a ta i i warm » or n c SM earn matan 
taee. 
saaaaaoi eaauma AMurco v rast m^Hcm ririi orsMMCe comurr eMxa *a IOJTIUS 

s a a n a a er nm reuamm narxs tuft Ker oarrco 
•a TM r taams er seergm MOC sossecrjot uiaxam 

„ THE saeotaSoSiua air. nem arcKsr a suea TMT IT 
eaaar uren m o A r a ims MD SAD SOWIMES AV nor 
wouMCD ar Tt€ eofeaam eoor. 

L arr,erjtm oeea wrmen y AT ̂ s a t a r m 

Meaxaer M oaonar rea a 

Heconotii juf i ias t n £ m.Kaama»an ,n4» t^ 
K a m a «*4rl r u to rtomn. ML er ernoM. Kcams. 

TAWWmaucraaautu 
• - . _ re «e w rw 

rtastas oMose JMHCS 
, w 4cmo)U0Gn> re ar 

rwv- THEr a e t i / r t o r m sam m n a m Mirteaaeo ctfjormsi m c 
Two-arTtd> sevAnMESor n e msTmaiCMr,ne nascmsea m c 
Bmrr a r m a e a a r er m^ea rue r e a s e a j c r ea BOOffeo rue 

•mess WNwa 

MftUMii tUm K* iM ffJJt 

MmeMLrvaer a 

_ A aoTAitr f f ^ ^ ^ a w M u 

i S s ar sjvi^Hraar tmoKS mat TM i 
Me suasomeo TO TM wmmt KormMioa M _ _ . _ 
Tiw TMr exta/TBf TM SMC m n e w MiTMeaaco a a x m e s . aio 
Ttur at TMm s o i m a a <m T M msraa^t r . T M PCKOIS <M T M 
ctirm i»vi eeaHr er aracw T M r a i s a a K r i KTca crcairai T M 

affWTSSonfasrrsrsFwrr-

TSarSafveuc KasetMjT 

n u r TMT e x e a i r a T M S » M m T M M m a a o r a a 
THAT ar TMm sttjanmes or r r - — " • — « • —»^ 
e m r r umr MMiF er KMCH r, 

BTTACSS a t H M O 

Mtrtar rvaue m 

tramr M M D . - ^ 
MoaaM. r u e e e r K S M S S « 

K are cunr OF n e cffr or SMT a n a CWFO**^^ fCMe» ccviay nur, 
f r m s o u a m M X _ _ — _ _ — r x e C B u m o F s a o c m w a f u m t o 

ws atr . a a a a n TMtaMooKKtT or reto sua/Et «a / » tf 
m a v a t o M i m i n i K U M r TOSEcnor < M S I » w e r T M s r t r t 
tuaonfiSKw MAT ter, MO m s / a x r r c o maee i r tas t i s r a - T M 
cemirc j r t OBMO or T M vmeas woe* m e c c a a r o n E x ^ n s s a 
TMMm 

m n m Ttas sueotsaM, norma THtr ; 
yti^ tcr or TM sr t re OF CK^OWM MCVXXJ n u r «• e ^ r n o u u 
MMMt o r a MO suajcer n ninme x c t r r m c e at T M a r t 

r arraess aNellea^SAa onwa.MAS cuneo TMse n t t se r r s ro m 

c a a i u s B. naoEuam. a n a £ m 

j r m -

SHEET 1 OF 20 SHEETS 
t macar e. s c H o e m a . A txemeo IAW> suarena or n c 
s r a t or CKAWWA « « » • STATE TWIT T M suatCr er THIS 
sumtsxm * « a t e t a e M ea wae» m OMCTOK acrwtBi 
eereeea a m M O mtcuaen a n n o r sao suater 
IS w e MO e o a r i s n i s snorv, rmir AU STAtei t ouMias . 
MO WMFS ser. reccTM» wan TMOSC r t w o Mt e^ I M 
otaucrci t mtxAtio MO ccouTr T M rcfsaois snout TMMOH. 
IWU.SCT ML v M a mauMMTs er catatcre^ MO a resirois 
motjreo m T M UXIKO m nws lu r wirmi 
Ttmrt o n o*^ AFTI^ T M O(MFUT»> 
OF m e M o m t o mnmtMars . M O 
Mi. suCM atMMcean t M ea wu.B£ 
a j r r o e a r re tat8t£ TM sua/er re ae 
AEnucea (SEE i £ s o e or SKor «L2( 

ixetse cfFMEs o - » s » 

' Maear s r i r c n u r TMS M F » J S OMmeo et M oa tmoe^ " 
e a t e r sure»isiem rntr a saasTMruur camwrs re rne TCKTtrtc 
MM a Ml MO Mt irraoMO / t r e ^ ^ a n TMaar , THIT IT a a m e s 
WTM T M saeo^isxa lua K T MO Mt UKM. onmMCts M^uc*et£ t r 
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D.F.DAVIS . 
RIAL ESTATE 

EXHIBIT H 

CFD NO. 2 (SANTALUZ - IMPROVEMENT AREA 1) 

Project: 

Location: 

Assessor's 
Parcel No.: 

Size: 

Zoning: 

Utilities: 

Date of Sale: 

Sale Price: 

Price/Lot: 

Terms: 

Cash 
Equivalent Price 

Buyer: 

Seller: 

Source: 

Comments: 

C o n i n . . . h . e S . n . . K , n . n v T . n . n . . 1 i . . 

Torrey Del Mar 

South side of Carmei Valley Road, west of the future extension of Camino Ruiz 
and east of Via Abertura, San Diego 

Thomas Bros. 
Portion 306-011-11, 12, 13, 14, 18 Map Code: 1188-J-3 

A portion of 124.09 gross acres; 73.62 net acres 

Al-10 

Available (need extension) 

December, 1999 Document No.: N/A 

$30,629,930 

$205,570 

Allcash 

: $30,629,930 

Barrett American 

D.R. Horton SD Holding Company, Inc. 

Gunder Creager, Colliers International, broker 

D. R. Horton purchased the larger project site in three transactions beginning in 
October, 1998 with the fmal transaction closing on March 5, 1999. The prqject 
consists of 320 market rate single family residences and 112 affordable multi-
family units in addition to open space. In December, 1999, 69 lots were sold to 
Cornerstone Communities at a fmished lot cost basis of $238,()00. The project 
will consist of 149,5,000 square foot minimum lots. The on and offsite costs and 
fees are $32,430 per unit. 

C-395 C-396 
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D.F.DAVI5::* 
REAL eSTAJE 

:iiNc:.uK:<%C' 
CFD NO. 2 (SANTALUZ - BMPROVEMEJfT AREA 1) 

Comparable Single Famllv Land Datq 3 

Project: Torrey Del Mar 

Location: South side of Carmei Valley Road, west of the future extension of Camino Ruiz 
and east of Via Abertura, San Diego 

Assessor's Thomas Bros. 

Parcel No.: Portion 306-011-11, 12, 13, 14, 18 Map Code: 1188-J-3 

Size: A portion of 124.09 gross acres; 73.62 net acres 

Zoning: Al-10 

Utilities: Available (need extension) 

Date of Sale: December, 1999 Document No.: N/A 

Sale Price: $14,168,805 

Price/Lot: $205,345 

Terms: All cash 

Cash 

Equivalent Price: $14,168,805 

Buyer: Cornerstone Communities 

Seller: D.R. Horton SD Holding Company, Inc. 

Source: Gunder Creager, Colliers International, broker 
Comments: D. R. Horton purchased the larger project site in three transactions beginning in 

October, 1998 with the final transaction closing on March 5,1999. The project 
consists of 320 market rate single family residences and 112 affordable multi-
fomily units in addition to open space. In December, 1999,69 lots woe sold to 
Cornerstone Communities at a finished lot cost basis of $241,606. The project 
will consist of 69,5,000 square foot minimum lots. The on and offsite costs and 
fees are $36,261 per unit. 

C-398 
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D.F.DAVIS! 
REAL ESTATI 

•-lNCr';:tj:Sf 

Project: 

Location: 

Assessor's 
Parcel No.: 

Size: 

Zoning: 

Utilities: 

Date of Sale: 

Sale Price: 

Price/Lot: 

Terms: 

CFD NO. 2 (SANTALUZ - IMPROVEMENT AREA 1) 

Comparable Single Family f .a^il nat i i 4 

Seabreeze Farms 

West side of Carmei Valley Road, south of Black Mountain Road, San Diego 

Thomas Bros. 
305-030-20 Map Code: 1188-D/E-4/5 

73.04 acres 

Al-10 

Available (need extension) 

September 30,1999 Document No.: 659330 

The property was under contract for approximately 240 days 

$29,000,000 

$198,630 (average) 

All cash to seller 
Cash 

Equivalent Price: $29,000,000 

Buyer: Barrett American and Centex Homes (Seabreeze LLC) 

Seller: Seabreeze Farms, LP 

Source: Ounder Creager, Colliers International, broker 
Comments: The property was previously in escrow in August, 1998 for $27,000,000 for the 

purchase of 146 lots, with an equestrian center and 38 affordable housing units 
that were also required in a tentative map approval (but assigned no value in the 
sale). 45 of the lots are 6,000 square feet and 101 of the lots are 5,000 square 
feet. The current transaction is a joint purchase by Barrett American and Centex 
Homes with Centex buying 55, 5,000 square foot lots at a finished lot cost of 
$258,100; Centex buying 45, 6,000 square foot lots at a finished lot cost of 
$258,100; and Barrett buying 46, 5,000 square foot lots at a finishing cost of 
$280,000. The average fmished lot cost is $265,000. The on and offsite costs 
and fees average $66,370 per unit for the three product types. 
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D.F.DAVIS 
REAL ESTATE 

Project: 

Location 

CFD NO. 2 (SANTALUZ - IMFROVEME34T AREA 1) 

C™nna™we Single F a n . l , v l . n H n , t a , 

4S Ranch (Fiddstone Homes) 

Northwest comer of Camino San Bemardo and 4S Ranch Parkway (4S Ranch), 
San Diego County 

Assessor's Thomas Bros. 
Parcel No.: N/A Map Code: U69-E/F-3 

Size: 

Zoning: 

Utilities: 

N/A 

Residential (Planned Community) 

Available (need extension) 

Date of Sale: Offers and counter offers Document No.: N/A 
between August and October, 1999 
Closed December, 1999 

Sale Price: $18,377,350 

Price/Lot: $178,421 

Terms: Allcash 

Cash 
Equivalent Price: $18,377,350 

Buyer: 

Seller: 

Source: 

Fieldstone Homes 

4S Ranch - Kelwood Development 

Confidential 

Comments: The finished lot cost is estimated at $202,225 for the 103, minimum 5,040 square 
foot lots. Pricing will range from $409,000 to $429,000 and avoage 
q)proximately $433,000 for homes ranging from 2,940 to 3,240 square feet. The 
on and offsite costs and fees are $23,804 per unit. 

C-402 David F. Davis, MAI 



D.F.DAVIS 
REALESTATE 
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Project: 

Location: 

Assessor's 
Parcel No.: 

Size: 

Zoning: 

Utilities: 

Date of Sale: 

Sale Price: 

Price/Lot: 

Terms: 

Cash 
Equivalent Price: 

Buyer: 

Seller: 

Source: 

Comments: 

CFD NO. 2 (SANTALUZ - IMPROVEMENT AREA 1) 

Comparable Shullt Fnmlly T^ntj Data 6 

4S Ranch (Ryland Homes) 

Southwest comer of (Camino del Norte and 4S Ranch Parkway (4S Ranch), San 
Diego County 

N/A 

N/A 

Residential (Planned Community) 

Available (need extension) 

Offers and counter offers 
Between August and October, 1999 
Closed December, 1999 

$13,998,925 

$186,652 

Allcash 

$13,998,925 

Ryland Homes 

4S Ranch - Kelwood Development 

Confidential 

Thomas Bros. 
Map Code: 1169-E/F-3 

Document No.: N/A 

The finished lot cost is estimated at $208,061 for the 75, mimmum 6,000 square 
foot lots. Pricing will range from $565,000 to $615,000 and average 
approximately $590,000 for homes ranging ffom 2,575 to 3,582 square feet. The 
on and offsite costs and fees are $21,409 per unit. 

C-404 David F Davis, MAI 



D.F. DAVIS 
REAL ESTATE 
INC. 

Project: 

Location: 

Assessor's 
Pared No.: 

Size: 

Topography: 

Street 
Improvements: 

Utilities: 

Zoning: 

Recording 
Data: 

Price: 

Price/Lot: 

Terms: 

Cash 
Equivalent Price: 

Buyer: 

Seller: 

Source: 

Comments: 

CFP NO. 2 (SANTALUZ - IMPROVEMENT AREA 1) 

Comparable Single Famllv f m d Data 7 

Cal-Coast Homes at Rancho C3do 

Both sides of Camino del Arriba, west of Via Ambiente and north of Calle 
Ambiente, San Diego County (Rancho Cido) 

Thomas Bros. 
265-491-24, 28, 29 M ^ Code: 1148-H-6 

5.3 gross acres 

Rolling terrain with levd pads terraced into hillades (good views) 

Under construction 

Available 

R-R-1, San Diego County with Specific Plan 

In negotiation, March, 1999 

$1,3SO,0(K) 

$450,000 

All-cash 

$1,350,000 

Cal-Coast Homes 

Rancho Cido Estates 

Dave Dacus, Rancho Cido Company, sdler 

Document No. N/A 

This sale is for the purchase of the 3 lots in near Lot Group A of the Rancho Cido 
Devdopment. The remaining fees to achieve a "finished lot" are $22,500 pet lot 
indicating a finished lot cost of $472,500 per lot. The average pad sizes are 
18,000 square feet. The lots have good view amenities; however, this property 
is situated at one of the lower devations in the project 

C-405 C-406 David F Davis, MAI 
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D.F.DAVIS 
REALESTATE 
INC. 

Project: 

Location: 

CFD NO. 2 (SANTALUZ - IMPROVEMENT AREA 1) 

Comparable Single FamHy f Jin<| pata II 

EPAC at Rancho Cido 

Both sides of Punta Dd Sur and La Milla, south of Via Ambiente, San Diego 
County (Rancho Cielo) 

Assessor's 
Parcel No.: 265-490-24 through 26, 28 

264-381-01 through 08 
264-380-01 through 04 

Thomas Bros. 
M ^ Code: 1148-J-6 

Size: 

Topography: 

Street 
Improvements: 

Utilities: 

Zoning: 

Recording Data: 

Price: 

Price/Lot: 

Terms: 

Cash 
Equivalent Price: 

Buyer: 

Seller: 

Source: 

Comments: 

41.65 gross acres; 23.09 acres net 

Rolling terrain with levd pads terraced into hillsides (excellent views) 

Und» constmction 

Available 

R-R-1, San Diego County with Spedfic Plan 

Document No. 778497 In negotiation, March, 1999; 
Closed November 4,1999 

$8,160,000 

$510,000 

All-cash to seller, an $11,860 constmction loan with China Tmst Bank 

$8,160,000 

EPAC 

Rancho Cido Estates 

Dave Dacus, Rancho Cido Company, seller 

This is the purchase of 16 of the 17 finished lots in Lot Group C of the Rancho 
Cido Devdopment. All that was rqwrted was that the lots would be purchased 
at a finished lot basis of $510,000 per lot. The average pad sizes are 18,000 
square feet with a minimum gross size of one acre (much of which is in steq> 
slopes). The lots have excdloit view amenities. The remaining costs consists of 
perimeter landscaping and fees totaling $35,000 per lot indicating a finished lot 
cost of $545,000 per lot. 

C-408 David F Davis, MAi 



D I 

i" i 

SHT 3 

01BS3 

MAP 13*27-AMENDED CO OF SO TCT NO 4227-2 

C-409 

5 

i 5i 

> 

e 

264-38 
SHT 2 OF 5 

® 

ICHA 
p M" 1 
1 
1 
1 
1 
1 

1 
1 
1 
1 
1 

• 

OLD 

_ 

1-12 

a ? 
H ] 

: 1 

1 

„ ,J 

MAPI27M-COOF SD TCT NO 4229-Z 

C-410 



banuisgo. OA , ttltf»-^uuu-^o4-jctu-u^-uu. onnai i ui u 

IVW 'SIASa d PIABQ 

n 

DNI 
31V1S3 7V3» 

siAvaja 

D.F.DAVIS 
REALESTATE 
iNC: 

Project: 

Location: 

Assessor's 
Parcel No.: 

Size: 

Topography: 

Street 
Improvements: 

Utilities: 

Zoning: 

Recording 
Data: 

Price: 

Price/Lot: 

Terms: 

Cash 
Equivalent Price: 

Buyer: 

Seller: 

Source: 

Comments: 

CFD NO. 2 (SANTALUZ - IMPROVEMENT AREA 1) 

Comparable Single FamHv Land Data 9 

Innovative Communities at Rancho Cielo 

Both sides of La Catrina, La Repolas and Via Luna cul-de-sacs and north side of 
Via Dora, San Diego County (Rancho Cido) 

Thomas Bros. 
265-490-35 through 38; 47 through 50 Map Code: 1148-J-6 
265-491-38 
265-492-45 through 47; 50, 51; 
53 through 58, 63 through 65 

56.61 gross acres; 29.90 acres net 

Rolling terrain with level pads terraced into hillsides (excellent views) 

Under constmction 

Available 

R-R-1, San Diego County with Specific Plan 

DocumoitNo. 497112 In negotiation, March, 1999; 
Closed September, 1999 

$9,545,000 

$415,000 

All cash to sdler, a constmction loan of $12,000,000 with General Bank and a 
$2,200,000 second tmst deed from La Jolla Loans, terms not disclosed. 

$9,545,000 

Innovative Communities 

Rancho Cido Estates 

Dave Dacus, Rancho Cielo Company, seller 

This is ttie purchase of the 23 lots in Lot Group B of the Rancho Cido 
Development. The average pad sizes are 15,763 square feet and range ftom 
10,330 square feet to 27,900 square fed with a minimum gross size of one acre 
(much of which is in steep slopes). The seller is delivering the property in 
finished lot condition and remaining fees are $31,857 indicating a total finished 
lot cost of $446,857 per lot. r , •. ^ r . • . 
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D.F.DAVIS, 
REAL ESTATE 

CFD NO. 2 (SANTALUZ • IMPROVEMENT AREA 1) 

Comparahte iSfaigte FmwHy Land Data 19 

Project: 

Location: 

Assessor's 
Parcel No.: 

Size: 

Zoning: 

Utilities: 

Date of Sale: 

Sale Price: 

Price/Lot: 

Terms: 

Davidson at Rancho Ciek 

Northwest comer of Call 
Cido 

265-451-01 through 30 
265-452-01 through 31 
265-460-01 through 28 

Approximately 138 acres 

R-1 

Available 

In escrow, July, 1998 
Closed, March 31, 1999 

$27,500,000 

$339,506 

Allcash 

Thomas Bros. 
M^Code:1148-H/J-7 

Document No.: 214711 

Cash 

Equivalent Price: $27,500,000 

Buyer: Davidson Communities 

Seller: Rancho Cielo Estate, Limited 

Source: Dave Dacus, Rancho Cielo Company, sdler; Bill Fanning, Davidson 
Communities, buyer 

Comments: This is a purchase of 81 lots (Lot Group A) of at least one gross acre eadi in the 
Rancho Cielo Planned Community. Finishing costs and fees are $25,494 for a 
total finished lot cost of $365,000 per lot. Prices were projected to range from 
$900,000 to $1,300,000 and average $1,100,000 for homes of 3,500 to 5,500 
square feet. Average pad size is 17,989 square feet with one acre minimum gross 
lot sizes. 

C-416 David F. Davis, MAi 
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D.F.DAV/S 
MAlESTATB 

Project: 

Location: 

Assessor's 
Pared No.: 

Size: 

Zoning: 

Utilities: 

Date of Sale: 

Sale Price: 

Price/Sq.Ft.: 

Terms: 

Cash 
Equivalent Price: 

Buyer: 

Sdler: 

Source: 

Comments: 

CFD NO. 2 (SANTALUZ - IMPROVEMENT AREA I) 

Comparable Church Land Data 1 

Redeemer by the Sea Lutheran Church 

West side of Black Rail Road, west of West Ambrosia Lane, Carlsbad 

Thomas Bros. 
Map Code: 1127-C-4 215-080-22 

10.11 gross acres 

PC, Carlsbad 

Available 

March 13, 2000 

$2,200,000 

$5.00 

$91,780 cash down payment; $2,108,220 first tmst deed with Lutheran Church 
Extension Fund at 7.625% (VIR) 

Document No.: 126353 

$2,200,000 

Redeemer by the Sea Lutheran Church 

Theresa K. Spencer (et.al.). Kaiser & Associates 

Comps.com; Michad Kassinger, Dyson & Dyson Real Estate, broker 

The property consists of raw land with one farm building requiring site 
development costs that are significant but were not disclosed. 

C-420 
David F. Davis, MAI 

http://Comps.com
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D.F. DAWS 
REAL ESTATE 

Project: 

Location: 

Assessor's 
Pared No.: 

Size: 

Zoning: 

Utilities: 

Date of Sale: 

Sale Price: 

Price/Sq.Ft.: 

Terms: 

Cash 
Equivalent Price: 

Buyer: 

Seller: 

Source: 

Comments: 

CFD NO. 2 (SANTALUZ • IMPROVEMENT AREA 1) 

Comparable Chnreh Lapd Data 2 

Taiwanese Lutheran Church 

South side of Azuaga, west of Caminito Ciera, San Diego (Rancho 
Bemardo/Penasquitos) 

Thomas Bros. 
M ^ Code: 1189-F-4 

Document No.: 014474 

315-570-05 

3.780 nd acres 

CA-CP, San Diego 

Available 

January 10, 2000 

$93O,0CK) 

$5.65 

Allcash 

$930,000 

Taiwanese Lutheran Church San Diego 

San Diego Gas & Qectric Company 

Comps.com; Terry Jackson, Bumham Real Estate Service, broker 

This property had a one year escrow/under contract period. 

C-422 David F. Davis, MAI 

file:///smiim/Fxm
http://Comps.com
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DF. DAVIS 
REAL ESTATE 

:iNc:-mK;:::, 

Project: 

Location: 

Assessor's 
Parcel No.: 

Size: 

Zoning: 

Utilities: 

Date of Sale: 

Sale Price: 

Price/Sq.Ft.: 

Terms: 

Cash 
Equivalent Price: 

Buyer: 

Seller: 

Source: 

Comments: 

CFD NO. 2 (SANTALUZ - IMPROVEMENT AREA 1) 

Comparable Church Land Data 3 

Roman Catholic Chiuch 

Southeast comer of Cannon Road and Melrose Drive, Oceanside 

Thomas Bros. 
Map Code: 1107-G-3 

Document No.: 479771 

169-011-46 

11.50 gross acres; 9.870 net acres 

C-G-PBD, Oceanside 

Available 

July 31, 1998 

$1,315,000 

$2.63 gross; $3.06 net 

Allcash 

$1,315,000 

Roman Catholic Bishop of San Diego 

Melrose/Cannon Partnership 

Comps.com; Reg Kobzi, Gmbb & Ellis, broker 

This property had some loss from gross to net size due to a natural habitat issue 
involving Coastal Sage Scmb. There are also offsite costs which were not 
disclosed. 

C-424 
David F Davis, MAI 

http://Comps.com
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CFD NO. 2 (SANTALUZ - IMPROVEMENT AREA 1) 

Comparable Churdi Laud Data 4 

Project: Roman Catholic Church 

Location: Future intersection of Camino Ruiz and Ted Williams Parkway (State Route 56); 
current terminus of Carmd Mountain Road, San Diego 

Assessor's Thomas Bros. 

Parcel No.: 306-050-18, 19,28 M ^ Code: 1189-A/B-5/6 

Size: 8.32 net acres 

Zoning: Subarea IV Plan Commercial limited (Al-10) 

Utilities: Available (to be extended) 

Date of Sale: In escrow, August, 1998 Document No.: 026406 

Closed January IS, 1999 

Sale Price: $2,750,000 

Price/Sq.Ft.: $7.59 

Terms: All cash 

Cash 

Equivalent Price: $2,750,000 

Buyer: Roman Catholic Bishop 

Sdler: Raymond B. Schodey 

Source: Gunder Creager, Colliers International, broker, Gary Rasmuson, MAI, appraiser 
Comments: The property has a very limited zoning overlay which permits residential, 

veterinarians, nurseries (growing), storage, churches and trade schools. The 
property was identified after a two year site search. Finishing costs are estimated 
to be $3.00 per square foot. 

C-426 
David F Davis, MAi 
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D.F.DAVIS 
REAL ESTATE 
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Project: 

Location: 

Assessor's 
Parcel No.: 

Size: 

Zoning: 

Utilities: 

Date of Sale: 

Sale Price: 

Price/Acre: 

Terms: 

Cash 
Equivalent Price: 

Buyer: 

Seller: 

Source: 

Comments: 

CFD NO. 2 (SANTALUZ - IMPROVEMENT AREA 1) 

Comparable Churdi Land Data 6 

Roman Catholic Church 

Southeast comer of Carmei Valley Road and Black Mountain Road, San Diego 

Thomas Bros. 
305-030-19 M ^ Code: 1188-E-4 

54.56 gross acres 

Al-10 

Available 

September 29, 1997 Document No.: 481438 

$9,830,000 plus $591,500 commission (total $10,321,500) 

$189,177 

Allcash 

$10,321,500 

The Roman Catholic Church 

Mr. and Mrs. Yee Ping Chem Huang 

Gunder Creager, Colliers International, broker 

The Catholic Church purchased this site with the intention of building a high 
school. The location is in the future urbanizing area of San Diego. The transfer 
price was $9,830,(XX); however, there was an additional 5% commission paid 
outside of escrow for a total of $10,321,500. The pared is unentitled raw land 
with rolling topography and the proposed use requires an amendment to the 
Municipal Code because high schools (unlike elementary schools) are not allowed 
by conditional use permit in the Al-10 zone. 

C-428 
David F. Davis, MAI 
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CFD NO. 2 (SANTALUZ - IMPROVEMENT AREA 1) 

Project: 

Location: 

Assessor's 
Pared No.: 

Size: 

Zoning: 

Utilities: 

Date of Sale: 

Sale Price: 

Price/Sq.Ft.: 

Terms: 

Cash 
Equivalent Price 

Buyer: 

Seller: 

Source: 

Comments: 

Fenton Marketplace 

Southwest comer of Friars Road and Northside Drive, San Diego 
(Mission Valley) 

Thomas Bros. 
433-101-01 through 12 Map Code: 1269-E-l 

52 acres gross; 52 acres nd (2,265,120 square fed) 

MVMSP, San Diego 

All available 

October 8,1999 Document No.: 683293 

$29,800,000 

$13.16 

$19,300,000 (65%) cash downpayment plus a first tmst deed of $10,500,000 firom 
Bank of America (terms not disclosed) 

$29,800,000 

FMP,LLC 

HG Fenton Company 

Allen Barbour, Appraiser, Bank of Amoica, Constmction Lender 

This is the acquisition of the Fenton Marketailace powa retail center in Mission 
Valley. Major tenants, IKEA, Costco and Lowe's subsequently purchased thdr 
sites at the same time. At buildout, the oitire coiter will total 550,000 square 
feet. 

C-430 
David F. Davis, MAI 
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D.F.DAVIS 
RIAL ESTATE 

Project: 

Location: 

Assessor's 
Parcel No.: 

Size: 

Zoning: 

Utilities: 

Date of Sale: 

Sale Price: 

Price/Sq.Ft.: 

Terms: 

Cash 
Equivalent Price: 

Buyer: 

Sdler: 

Source: 

Comments: 

CFD NO. 2 (SANTALUZ - IMPROVEMENT AREA 1) 

Comparable Retail T^nd Data 2 

Fenton Marketplace - IKEA 

Southwest comer of Friars Road and Northside Drive, San Diego (Mission 
Vdley) 

Thomas Bros. 
433-101-08 Map Code: 1269-E-l 

13.3 acres gross; 13.277 acres nd (578,346 square fed) 

MVMSP, San Diego 

Document No.: 683295 

All available 

October 8,1999 

$9,255,629 

$16.00 

Allcash 

$9,255,629 

IKEA Property, Incorporated 

FMP, LLC 

Allen Barbour, Appraiser, Bank of America, Construction Lender 

The buyer plans constmction of a 210,(XX) square foot retail warehouse store 
in the Fenton Marke^lace power retdl center. 
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Project: 

Location: 

Assessor's 
Parcel No.: 

Size: 

Zoning: 

Utilities: 

Date of Sale: 

Sde Price: 

Price/Sq.Ft.: 

Terms: 

Cash 
Equivdent Price: 

Buyer: 

Sdler: 

Source: 

Comments: 

CFD NO. 2 (SANTALUZ • IMPROVEMENT AREA 1) 

Comparable Retail Land Data 3 

Fenton Marketplace - Lowe's 

Southwest comer of Friars Road and Northside Drive, San Diego (Mission 
Vdley) 

Thomas Bros. 
433-101-07 Map Code: 1269-E-l 

12.343 acres gross; 12.343 acres net (537,661 square feet) 

MVMSP, San Diego 

All available 

October 8,1999 Document No.: 683296 

$8,600,486 

$16.00 

Allcash 

$8,600,486 

Lowe's HIW, Incorporated 

FMP, LLC 

Allen Barbour, Appraiser, Bank of America, Construction Lender 

The buyer plans constmction of a 141,200 square foot home improvement 
store with 28,800 garden center in the Fenton Marke^lace power retdl 
center. 
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Project: 

Location: 

Assessor's 
Parcel No.: 

Size: 

Zoning: 

Utilities: 

Date of Sde: 

Sde Price: 

Price/Sq.Ft.: 

Terms: 

Cash 
Equivdent Price: 

Buyer: 

Seller: 

Source: 

Comments: 

CFD NO. 2 (SANTALUZ - IMPROVEMENT AREA 1) 

Comparable RetaB Land Data 4 

Fenton Marketplace - Costco 

Southwest comer of Pilars Road and Northside Drive, San Diego (Mission 
Vdley) 

Thomas Bros. 
433-101-03 Map Code: 1269-E-l 

14.3 acres gross; 13.511 acres net (588,539 square feet) 

MVMSP, San Diego 

Document No.: 683297 

All avdiable 

October 8,1999 

$9,415,930 

$16.00 

Allcash 

$9,415,930 

Costco 'Wholesde Corporation 

FMP, LLC 

Allen Barbour, Apprdser, Bank of America, Constmction Lender 

llie buyer plans construction of a 147,000 square foot retail warehouse store 
in the Fenton Marketplace povet retiiil cento'. 
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D.FDAVIS 
REAL ESTATE 

kiNC/i:-:sM:^ 

Project: 

Location: 

Assessor's 
Parcel No.: 

Size: 

Zoning: 

Utilities: 

Date of Sde: 

Sde Price: 

Price/Sq.Ft.: 

Terms: 

Cash 
Equivdent Price: 

Buyer: 

Seller: 

Source: 

Comments: 

CFD NO. 2 (SANTALUZ • IMPROVEMENT AREA 1) 

Comparable RetaU Land Data 5 

Former Vineyard Shopping Center Site 

1505-1535 East Valley Parkway, Escondido 

Thomas Bros. 
230-240-50,81,84,85 M^Code: 1130-B-l 

10.68 acres gross and net (465,221 square feet) 

CG, Escondido 

All avdiable 

June 15, 1999 Document No. 418037 

$5,000,000 

$10.75 

The escrow closed with a new constmction loan of $12,890,000 from Cathay 
Bank. There was dso a private second tmst deed of $1,000,000 d 
undisclosed terms. 

$5,000,000 

WPI Vdley Rose, LLC 

Plaza Freeway, Limited 

Don Zech, CDC Commercid, broker 

At the time of sde, the property was improved with three, multi-story, wood 
fiame structures (formo' Vineyard mixed-use retail-office project) for which 
the buyer estimated demolition costs of $300,000 ($.65 per square foot). The 
buyer plans to constmct a 118,000 square foot neighborhood shopping center. 
The property was m escrow/under contract for 210 days. Major tenants for 
the new project are Lucky's Supermarkd (now Albertson's), SavOn Drug, 
Glendde Fed»d Savings and Acapdco Restaurant. Hie latter two tenants 
were existing tenants onsite that will stay. Demolition and constmction shodd 
commence in early 2000. 

C-438 
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Project: 

Location: 

Assessor's 
Parcel No.: 

Size: 

Zoning: 

Utilities: 

Date of Sde: 

Sde Price: 

Price/Sq.Ft.: 

Terms: 

Cash 
Equivdent Price: 

Buyer: 

Seller: 

Source: 

Comments: 

CFD NO. 2 (SANTALUZ - IMPROVEMENT AREA 1) 

rnmpa. .ble Retail T . n d n a t a . 

Dmg Store Site 

5411-5439 College Boulevard, Oceanside 

Thomas Bros; 
162-240-45,46 M^Code: 1087-C-5 

2.43 acres gross and net (105,851 square feet) 

CP, Oceanside 

All avdiable 

January 28, 1999 Document No. 048549 

$1,800,000 

$17.00 

Escrow closed with a constmction loan of $2,900,000 with First Upland Bank. 

$1,800,000 

College and Oceanside LLC 

MaryB. Mottino, Tmstee 

Brad Becker, Retail Properties Group, broker 

This site was purchased for construction of a SavOn dmgstore (14,841 square 
fed) and an 8,000 square foot retdl building. 

C-440 
David F Davis, MAi 



ban Uiego, CA . luwf-^uuu - iu^-^4tMa-uu, inntii i ui i 

\ \ t n 'SIABQ d PIABQ 

102.-1)0 O 
-J 

i ''\' CHArJGe.̂ 1 
V «/ 

-; 
0 

fl^ 
na 

MD 

9L0 

Iwi 
j » 

T -

r 

MSW^ 4«vî  
I-S s r a i 

B"~ 
<̂  

« 41 

, 

** 
1 VT 

M p l W 
«-« a noB 

DNI 
3iVlS3 lV3il 

siAvaja 

Project: 

Location: 

Assessor's 
Parcel No.: 

Size: 

Zoning: 

Utilities: 

Date of Sde: 

Sde Price: 

Price/Sq.Ft.: 

Terms: 

Cash 
Equivdent Price: 

Buyer: 

Seller: 

Source: 

Comments: 

CFP NO. 2 (SANTALUZ - IMPROVEMENT AREA 1) 

Comparable RetaU Land Data 7 

Albertson's Supermarket Site 

Northeast comer of Peppertree Lane and Mission Avenue, Fdlbrook 

Thomas Bros. 
Map Code: 1027-F-5 104-350-21,30 

5.14 acres gross and net (223,898 square fed) 

C-36, San Diego County 

All avdiable 

October 6, 1998 Document No. 640780 

$2,425,000 

$10.83 

Allcash 

$2,425,000 

Albertson's Incorporated 

The Vons Company, Incorporated 

Jeff Dierck, Albertson's, buya 

Itie property needed completion of offsites. Albertson's planned to construct 
a 55,0% square foot store; howeva, this property was subsequently part of 
a 40 property sale betwerai Albertson's and Stater Brothers for which no 
further detdls were provided. The site has modeiate to steep slope upward to 
the east which will require grading. The cost was not provided but is 
estimated at at least $1.00 per square foot. 
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Project: 

Location: 

Assessor's 
Parcel No.: 

Size: 

Zoning: 

Utilities: 

Date of Sde: 

Sde Price: 

Price/Sq.Ft.: 

Terms: 

Cash 
Equivdent Price: 

Buyer: 

Seller: 

Source: 

Comments: 

CFD NO. 2 (SANTALUZ - IMPROVEMENT AREA 1) 

Comparable RetaU Land Data 8 

Carlsbad Research Center - Lot 73 (Island at Carlsbad) 

Southwest comer of College Boulevard and Faraday Avenue, Carlsbad 

Thomas Bros. 
212-120-04 Map Code: 1127-C-l 

5.555 acres gross and net (241,976 square fed) 

CM-Area 2, Carlsbad 

Document No. 46SSSS 

AU avdiable 

Escrow: May, 1998 
Closed Jdy 27, 1998 

$3,024,698.50 

$12.50 

$469,698.50 cash and a loan of $2,555,000 from Southon Cdifomia Bank d 
martet terms. 

$3,024,698.50 

Lichter - Satterlee Retail 73, LLC 

KREG-OC 

Purchase agreement; ^>prdsd documents; Bob lichter, Kelly Capitd 
Corporation; Ken Satterlee, St. Croix Capital Corporation, buyer; Tony 
Badeaux, Koll Red Estate Group, sdler^uyer. 

This property sold via a 'double escrow". The origind transaction was 
documented on February 27, 1998 with a 120-day period to the dose of 
escrow. However, the commitment to seU and price was agreed upon on year 
prior. The price on that transaction is $2,056,795 ($8.50 per square foot). 
The selling entity on this transaction is KDC-OC, LP (Union Padfic 
Rdlroad). 

During escrow, a 3.5 acre portion of this property was contemplated for sale 
to one of two Extended Stay Hotd operators (Starwood and/or ESA Holds) 
for $18.00 to $20.00 per square foot. The resdting remnant portion for retdl 
development was to smdl to effectivity dte plan and the city of Carlsbad 
found another hotd use in the area less desirable then retdl. 

C-444 David F Davis. MAI 
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CERTIFICATION 

I certify that, to the best of my knowledge and belief... 

1) The statements of fad contdned in this report are true and corred. 

2) The rqiorted andyses, opinions, and condusions are limited only by the tepoited assumptions 
and limiting conditions, and are my persond, impartid, unbiased professiond andyses, opinions, 
and concludons. 

3) I have no present or prospective interest m the property thd is the subject of this report, and 
no persond interest with respect to the parties involved. 

4) I have no bias with respect to the property that is the subject of this report or to the parties 
involved with this assignment. 

5) My «igagement in this assignment was not contingent upon developing or reporting 
predetermined results. 

6) My compensation for completing this assignment is not contingent upon the development or 
rqiorting of a predetermined vdue or direction in vdue that favon the cause of the client, the amount 
of the vdue opimon, the attdnment of a stipulated resdt, or the occurrence of a subsequent event 
directly r d a t ^ to the intended use of this apprdsd. 

7) My andyses, opinions and conclusions were devdoped, and this report has been prepared, in 
conformity with Uie requirements of the Code of Profesdons Ethics and the Umform Standards of 
Professiond Apprdsd Practice. 

8) I have made a persond inspection of the property tiid is tiie subject of tills tepott. 

9) No one provided significant profesdond assistance to tiie person signing this report. 

10) The use of diis report is subject to tiie reqdremoits of tiie Apprdsd Institute relating to review 
by its ddy authorized representatives. 

11) As of the date of this report, I have completed the requirements of the continuing education 
program of the Apprdsd Institute. 

12) I do not authorize any out-of-context quotations or partid reprintings, or the resde of this 
apprdsd report to tiiird parties. Ndtiier all nor any part of this apprdsd report shaU be disseminated 
to tiie general public by tiie use of media or public communication witiiout the prior written consent 
of the apprdser. 

13) The iq>prdsd assignment was not based on a requested minimum vduation, a specific vduation, 
or the approvd of a loan. 

EXHIBIT J 

I ^ A A ^ D 
David F. Davis, MAIV 
State Certificate #AG00275 

C-447 
David F Davis, MAI 
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OTIALmrATfONS 

DAVID F. DAVIS, MAI 

APPRAISAL EXPERIENCE 

02/86-Present 

06/84 - 01/86 

06/83 - 05/84 

10/77-05/83 

05/76 - 10/77 

EDUCATION 

Independent Red Estate Apprdser and Consdtant. Preddent, D.F. Davis 
Red Estate, Inc., qiecididng in iqtprdsds of proposed constmction and 
development projects. 

Vice President, Diversified Equity Investments, Inc., a red estate 
development firm. Specialized in acquidtions, constmction, leasing and 
property management. 

Apprdsd Officer, Wells Fargo Red Estate fodustries Group. Specidized 
in major proposed commercid and residentid projects. 

Umon Bank - Appraisd Office. Similar experience to Wells Fargo. 

P.M. Taibell Company, residentid red estate sdes. 

San Diego State University, B.S. Degree in Business Administration witii an emphasis in Red 
Estate, 1977. 

Society of Red Estate Apprdsers - Courses and Seminars: 

Course 101 Prindples of Reddentid Apprdsd, 1978 
Course 201 Prindples of Income Property Appraisd, 1978 
Seminar Cash Eqdvdency Andysis, 1981 
Course 202 Applied Income Property Vduation, 1982 

American Institute of Red Estate Apprdsers - Courses and Seminars: 

Course 2-1 Case Studies in Red Estate Vduation, 1981 
Course 2-2 Red Estate Andysis and Report Writing, 1981 
Course 2-3 Standards of Professiond Practice, 1982 
Course 004 litigation Vduation, 1982 
Seminar Financid Cdculator HP 38E/12C, 1983 
Seminar Subdividon Andysis, 1985 
Seminar FHLBB R41b R^uirements, 1986 
Course 004 Litigation Vduation, 1987 
Course 007 Industrid Vduation, 1987 
Seminar Standards of Profesdond Practice Update, 1988 
Seminar Discounted Cash Flow Andysis, 1988 
Course 8-2 Reddentid Vduation, 1990 
Course 410/420 Standards of Profesdond Practice, 1990 

C-449 David F Davis, MAI 

Ouallficatlons of Dadd F. Davfa. MAI (Contlnuedl 

Apprdsd Institute Courses and Seminars: 

Course 310 Bade Income Capitalization, 1993 
Course 410/420 Standards of Professiond Practice Parts A and B, 1993 
C:ourse 430 Standards of Profesdond Practice, Part C, 1998 
Seminar Understanding limited Apprdsals and Apprdsd Reporting Options -

Generd, 1994 
Seminar Fdr Lending and tiie Apprdser, 1994 
Seminar How to Verify Markd lidii, 1994 
Seminar Marketing Your Apprdsd Services Effectivdy, 1995 
Seminar Vduation of Detrimoitd Conditions in Red Estate, 1998 

Numerous otiier courses and seminars 

PROFESSIONAL 

MAI Designation: 

State Certification: 

Admisdons Committee: 

Apprdsd Institute 
San Diego Chapter: 

San Diego Board 
ofRedtors: 

Red Estate Broker: 

Expert Witness: 

Bmlding Industry 
Association (BIA): 

Apprdsd Institute, formerly the American Instihite of Red Estate 
Apprdsers, Certificate No. 6892 (since 1984) 

Cdifomia Certified Goierd Red Estate Apprdser - State of 
Califomia - Certificate No. AG0027S2, expires August 14, 2000 

American Institute of Red Estate Apprdsers 1985-87; Vice 
Chairman, 1988; Chairman, 1989 and 1990; Apprdsd Institute 
since 1991, Admisdons Co(»dinator, Gen«d Apprdsd cat^oty, 
1991 

1991 Director 
1992 Treasurer and Member, Board of Directors 
1993 Secretary and Member, Board of Directora 
1994 Second Vice Preddent and Member, Board of Directors 
1995 First Vice Preddent and Member, Boiffd of Directors 
1996 Preddent and Member, Board of Directors 
1997 Past Preddent and Member, Board of Directors 

Affiliate member 1984-1989, Redtor tamlber since 1989 

licensed in die State of Cdifomia since 1978 

San Diego Si^erior and Munidpd Courts and U.S. Bankmptcy 
Court (San Diego and Orange County) 

Member since 1995 
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APPENDIX D 

SUPPLEMENTAL INFORMATION CONCERNING THE CITY OF SAN DIEGO 

The information and expressions of opinion set forth herein have been obtained from 
sources believed to be reliable, but such information is not guaranteed as to accuracy or completeness. 
Statements contained herein which involve estimates, forecasts, or matters of opinion, whether or not 
expressly so described herein, are intended solely as such and are not to be construed as representations of 
facts. The information and expressions of opinion herein are subject to change without notice, and neither 
delivery of this Official Statement nor any sale thereafter of the securities offered hereby shall under any 
circumstances create any in^lication that there has been no change in the affairs of the City or in any other 
information contained herein since the date of the Official Statement 

INTRODUCTION 

With a total population of approximately 1.3 million in 2000 and a land area of 330 square 
miles, the City of San Diego (the "City") is the sixth largest city in the nation and the second largest city in 
Califomia. The City is the coimty seat for the County of San Diego (the "County") and is the Coimty's 
business and financial center. 

The City's population grew by 15% between 1990 and 2000 for an average increase of 15,155 
annually. A major factor in the City's growth is its quality of life. In addition to having a favorable climate, 
the City offers a wide range of cultural and recreational services to both residents and visitors. With mild 
temperatures year round, the City's numerous beaches, parks, tennis courts, and golf courses are in constant 
use. 

Another factor in the City's growth is an expanding diversified economy. Recent growth has 
been concentrated in four major areas: high tech manufacturing and research (including electronics, 
communications equipment, scientific instruments, drugs, and biomedical equipment); professional services; 
tourism; and international trade. In addition to these expanding industries, the City benefits from a stable 
economic foundation composed of basic manufacturing (ship building, industrial machinery, television & 
video equipment, and printing & publishing), public and private higher education, health services, military, 
and local government. 

Expansion in the high tech manufacturing and research component of the City's economic 
base has been led by the rapid emergence of telecommunications. Major participants in the City's 
telecommunications industry include manufacturers of personal communications equipment, radio/TV 
communications equipment, network communications equipment/systems, satellite communications 
equipment, and military surveillance/guidance systems. The City is the primary location for 
telecommunications firms in the County, with the Sorrento Valley area emerging as a major center in the 
development and manufacturing of products using wireless and digital technology. 

Another component of the City's high tech industry is the biotechnology sector, which 
includes companies involved in developing chemical and biological products for use in the treatment and 
diagnosis of diseases and various medical conditions. As with telecommimications, the biotechnology industry 
is concentrated in the City, with the highest concentration in the area around the University of California, San 
Diego. Growth in both biotechnology and other high tech industries has been facilitated by the City's well 
established research organizations. Among the more important research facilities located in the City are the 
Scripps Research Institute, the Salk Institute for Biological Studies, and the San Diego Super Computer 
Center. 
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The City is also home to a growing software industry. Components within this industry 
include basic computer programming services, prepackaged software, systems integration services, and 
development of multimedia products. 

ECONOMIC AND DEMOGRAPHIC INFORMATION 

Data contained under this caption is intended to portray economic, demographic, and 
business trends within the City. WhUe not constituting direct revenue sources as such, these trends help 
eygtlain changes in revenue sources such as property taxes, sales taxes, and transient occupancy taxes, 
which could be affected by economic conations. 

Population 

As set forth in Table 1 below, between January 1, 1991 and January 1, 2000, the City's 
population has increased by 151,200 (or by approximately 15,120 new residents annually in the ten year 
period). 

Table 1 
POPULATION GROWTH 

Calendar Years 1991 through 2000 

Coimty of 
San Diego 
2,539,600 
2,583,500 
2,614,200 
2,638,500 
2,658,600 
2,682,100 
2,729,100 
2,795,600 
2,855,900 
2,911,500 

(1) As of January 1 of the calendeir year. 

Source: State of California, Department of Finance 

Calendar 
Year<'> 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 

City of 
San Diego 
1,126,000 
1,141,300 
1,156,200 
1,163,000 
1,170,200 
1,179,500 
1,199,000 
1,225,300 
1,255,400 
1,277,200 

Annual 
Growth Rate 

1.4 
1.4 
1.3 
0.6 
0.6 
0.8 
1.7 
2.2 
2.5 
1.7 

Annual 
Growth Rate 

1.7 
1.7 
1.2 
0.9 
0.8 
0.9 
1.8 
2.4 
2.2 
1.9 

State of 
Califomia 

30,296,000 
30,845,000 
31,303,000 
31,661,000 
31,910,000 
32,223,000 
32,670,000 
33,226,000 
33,766,000 
34,336,000 

Annual 
Growth Rate 

1.8 
1.8 
1.5 
1.1 
0.8 
1.0 
1.4 
1.7 
1.6 
1.7 
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As indicated in the following table, attendance in kindergarten through grade 12 in the San 
Diego Unified School District has continued to grow at a relatively moderate pace during the 1990's. 

Table 2 
SAN DIEGO UNIFIED SCHOOL DISTRICT 

ENROLLMENTS*^ 
School Year 1995-1996 through 1999-2000 

School Year Enrollment 

1995-1996 130,360 
1996-1997 133,687 
1997-1998 136,283 
1998-1999 138,433 
1999-2000 140,743 

(1) Enrollment is defined as the number of K-12 students enrolled on a survey date in early October of the 
school year. 

Source: Califomia Department of Education, Educational Demographics Unit 
Employment Summary 

As seen in Table 3, the City's unemployment rate for calendar year 1999 averted 3.1% 
which was down from a rate of 3.6% during calendar year 1998. The City's 1999 unemployment rate was 
below both the national rate of 4.2% and the State's rate of 5.2%. 

Table 3 
ESTIMATED AVERAGE ANNUAL EMPLOYMENT AND 

UNEMPLOYMENT OF CITY OF SAN DIEGO RESIDENT LABOR FORCE 
Calendar Years 1995 through 1999 

1995 1996 1997 1998 1999 

Civilian Labor Force 
City of San Diego 
Employed 
Unemployed 
Unemployment Rates 
City 
County 
Califomia 
United States 

Source: State of Califomia Employment Development Department, Labor Market Information Division; and 
U.S. Department of Labor, Bureau of Labor Statistics 

Table 4 provides the Califomia Employment Development Department's estimates of total 
annual nonagricultural wage and salary employment by major industry in the County during the period 1995 to 
1999. Annual employment information is not regularly compiled by sector for the (iity alone. As shown, total 
nonagricultural wage and salary employment in the County increased by 145,000 new jobs during this period. 
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525,600 
36,500 

6.6% 
6.4 
7.8 
5.6 

536,500 
30,600 

5.4% 
5.3 
7.2 
5.4 

562,400 
25,400 

4.3% 
4.2 
6.3 
5.0 

583,610 
21,670 

3.6% 
3.5 
5.9 
4.5 

603,210 
19,580 

3.1% 
3.1 
5.2 
4.2 



Table 4 
SAN DIEGO COUNTY 

WAGE AND SALARY EMPLOYMENT 
Calendar Years 1995 through 1999 

INDUSTRY CATEGORY 
Mining 
Constmction 
Manufacturing 
Nondurable Goods 
Durable Goods 
Transportation, Communications, 

Utilities^') 
Trade 
Wholesale 
Retail 
Finance, Insurance, Real Estate 
Services 
Government 
Federal 
State and Local 
TOTAL NONAGRICULTURAL^^) 

1995 
300 

43,600 
114,900 
31,600 
83,300 
37,400 

229,500 
42,900 

186,600 
55,800 

310,900 
186,100 
45,700 

140,400 
978,600 

1996 
400 

45,500 
117,500 
32,200 
85,200 
38,300 

235,900 
42,700 

193,200 
57,400 

321,200 
190,100 
45,800 

144,300 
1,006,200 

1997 
400 

53,000 
123,100 
34,000 
89,100 
41,600 

244,000 
45,600 

198,400 
60,900 

339,300 
192,000 
44,600 

147,400 
1,054,200 

1998 
300 

61,800 
127,600 
35,800 
91,800 
47,000 

249,400 
48,300 

201,100 
65,300 

359,600 
194,500 
43,300 

151,200 
1,105,500 

1999 
300 

66,400 
128,300 
36,800 
91,500 
51,900 

255,300 
50,500 

204,900 
68,700 

380,000 
199,300 
42,500 

156,800 
1,150,200 

(1) Includes tmcking and transit services, telephone and broadcast/cables services, and gas and electric 
services. 

(2) Figures may not add to total due to independent rounding. 

Source: State of Cdifomia Employment Development Department 

Since the industry employment data referenced above is organized by standard industrial 
classification codes, employment in the various high tech categories, such as Telecommunications, Software 
and Biotechnology may hot fall into a single employment sector alone. For example, some 
telecommunications firms appear in Manufacturing, while certain other telecommunications firms appear in 
Services. 

table. 
The following is a discussion of the trends shown in the above Wage and Salary Employment 

Manufacturing. During the early 1990's, manufacturing employment in the County recorded 
sharp declines, due primarily to the relocation of much of its aerospace industry. After bottoming out in 1994, 
manufacturing employment has increased annually since 1995. Between 1995 and 1999 manufacturing 
employment has increased by approximately 13,400 jobs, with 700 new jobs added in 1999. 

Construction. Constmction employment in the County grew by approximately 4,600 during 
1999, after increasing by approximately 8,800 during 1998. 

Transportation, Communications and Utilities. The Transportation, Communications and 
Utilities industry classification recorded a net increase of approximately 3,000 new jobs in the County during 
1998, following growth of 3,300 in 1997. 
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Wholesale and RetaU Trade. Combined the Retail and Wholesale Trade sectors account for 
22% of total nonagricultural wage and salary employment during 1999. Wholesale trade added approximately 
2,200 jobs in 1999, following a gain of 2,700 during 1998. Retail trade employment increased by 
approximately 3,800 in 1999 after increasing by approximately 2,700 in 1998. 

Finance, Insurance and Real Estate. Countywide employment in the Finance, Insurance 
and Real Estate sector increased by approximately 3,400 jobs during 1999, after adding approximately 4,400 
jobs during 1998. 

Services. Employment in the County's Services sector grew by approximately 20,400 jobs, 
or 5.7% in 1999, following a gain of 20,300 jobs the previous year. All of the major categories recorded year-
to-year gains, led by Business Services (+7,200) and Health Services (+3,100). 

It should be noted that a portion of the growth in the Engineering and Management category 
of the Services sector during 1997 and 1998 is related to gains in the Telecommunications and Biotechnology 
subcategories within this grouping. A portion of the growth in the Business Services category of the Services 
sector reflects increases in the Data Services and Software subcategories. 

Government. The Government sector, which accounted for 17% of the total nonagricultural 
wage and salary employment in the County, grew by approximately 4,800 jobs during 1999. This increase 
occurred in State and local government agencies, with almost all of the increase due to gains in public 
education. Federal employment continued to decline, falling by 800 jobs during 1999. 

Military Engtloyment and Civilian Defense Spending. According to the San Diego Chamber 
of Commerce, the County, with a total military and civilian payroll of $3.88 billion in the federal fiscal year 
1999, continued to lead all counties in the nation in terms of combined military and civilian payrolls. Total 
civilian defense contracts awarded to County-based businesses totaled $2.56 billion during the federal fiscal 
year 1999, up slightly from $2.54 billion in the previous year. The Department of Defense also spent $1.2 
billion on base operation expenses, $1.0 billion on retirement benefits, and another $0.9 billion on various 
classified contracts, subcontracts, and other contracts of less than $1,0()0 each. The total defense spending in 
1999 was $9.71 billion representing an increase fi-om the $9.36 billion reported in 1998. The San Diego 
Chamber of Commerce estimates that as of June 1, 1999, total active duty military personnel in the County 
totaled 108,555 and the total civilian employment was 21,734. Payroll, contract, and employment numbers, as 
reported by the Department of Defense and the San Diego Chamber of Commerce, are subject to revision in 
future years. 

TAXABLE SALES 

According to the Califomia State Board of Equalization, taxable transactions at retail and 
other outlets in the City during calendar year 1998 totaled approximately $13.3 billion, up 7.4% from 1997, 
and up 32.3% from 1994. Table 5 provides annual sales information by type of outlet for the period 1994 
through 1998. 
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Tables 
CITY OF SAN DIEGO 

TAXABLE TRANSACTIONS 
Calendar Years 1994 through 1998 

(in thousands) 

1994 1995 1996 1997 1998 

RETAIL STORES 
Apparel 
General Merchandise 
Food 
Eating and Drinking 
Home Furnishings and 

Appliances 
Building Materials and 

Farm Implements 
Auto Dealers & Supplies 
Service Stations 
Other 

Total Retail Stores 
All Other Outlets 
TOTAL ALL OUTLETS 

$447,313 
1,232,873 

495,380 
1,148,154 

405,446 

426,329 

958,513 
607,873 

1,360,462 
7,082,343 
2,975,794 

$10,058,137 

$434,581 
1,248,357 

498,605 
1,229,823 

447,654 

441,099 

1,042,689 
604,944 

1,442,617 
7,390,369 
3,167,820 

$10,558,189 

$451,984 
1,304,649 

521,014 
1,307,079 

492,104 

469,293 

1,089,331 
672,559 

1,555,020 
7,863,033 
3,426,610 

$11,289,643 

$485,551 
1,354,698 

554,625 
1,380,894 

444,930 

603,365 

1,189,462 
673,078 

1,686,807 
8,373,410 
4,024,433 

$12,397,843 

$530,734 
1,436,535 

582,183 
1,496,032 

469,158 

716,231 

1,331,411 
614,156 

1,790,441 
8,966,881 
4,343,598 

$13,310,479 

Source: Califomia State Board of Equalization 

Tourism 

According to the San Diego Chamber of Commerce, the visitor industry is the County's third 
largest industry in terms of income generation, behind manufacturing and the military. 

As shown in Table 6, visitor spending in the County totaled $4.88 billion in 1999, up 28.4% 
from 1995 and up 3.8% from 1998. 

Table 6 
SAN DIEGO COUNTY 

TOTAL VISITOR SPENDING 
Calendar Years 1995 through 1999 

(in billions) 

Calendar Year 

1995 
1996 
1997 
1998 
1999 

Amount 

$3.80 
4.05 
4.37 
4.70 
4.88 

Source: San Diego Convention and Visitors Bureau 
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As shown in Table 7, the City's transient occupancy tax (TOT) revenues have been exhibiting 
a strong upward trend. The TOT revenues have grown approximately 61% between Fiscal Year 1995 and 
Fiscal Year 1999. 

Table 7 
CITY OF SAN DIEGO 

TRANSIENT OCCUPANCY TAX <" 
Fiscal Years 1995 through 1999 

(in thousands) 

Fiscal Year 
1995(2) 
1996 
1997 
1998 
1999 

Amount 
$57,211 
64,427 
75,476 
85,088 
92,128 

(1) Includes both the General Fund portion of TOT (5.50 of 10.50) and the balance (50 of 10.50) allocated to 
Special Promotional Programs. 

(2) Rate increase from 9% (90 per $1) of hotel room rates to 10.5% (10.50 per $1) on August 1,1994. 

Source: City Auditor & Comptroller 

The City is the focal point for tourism in the County. The Convention Center, approximately 
70% of the County's hotel and motel rooms, and most of the County's major tourist attractions, including the 
world-renowned San Diego Zoo, the San Diego Wild Animal Park and Sea World, are located in the City. 
Other attractions located in the City include the Cabrillo National Monument on Point Loma, the historic 
Gaslamp Quarter in the downtown area, the Old Town State Park, and Balboa Park - home to the San Diego 
Zoo and a host of other cultural and recreational activities. According to the San Diego Convention and 
Visitors Bureau, total attendance at a sample of the region's major attractions and museums totaled 21.3 
million during 1999. All of the attractions and museums included in the sample, with the exception of 
Legoland California, are located within the City of San Diego. 

In addition to the many permanent attractions available to visitors, the City has also been host 
to a number of major events. The City annually hosts the Buick Invitational, a Professional Golfers' 
Association Tour Event played at the Torrey Pines Golf Course. Torrey Pines, which is owned and operated 
by the City of San Diego, is a world renowned golf course. In the May 1997 issue of Golf Digest, Torrey 
Pines was the only municipal course included in the "best course" listing for the state of Califomia. In 
addition, since 1978, the City has annually hosted the Holiday Bowl, a post season contest of elite college 
football teams. 

The City also hosted the America's Cup in 1992 and 1995, and the Super Bowl and World 
Series in 1998. In addition, the City was the site for the Republican National Convention held in August 1996. 
The Super Bowl is scheduled to return to San Diego in 2003. 

Associated with the growth in tourism has been an increase in traffic through San Diego's 
Lindbergh Field International Airport. According to the San Diego Unified Port District, in 1999 there were 
7.6 million arrivals, up by approximately 3.0% from 1998. In 1998, the San Diego Unified Port District 
completed a $238 million expansion to the airport. Features of this expansion include an expanded terminal, a 
new pedestrian bridge, and improved roadways and parking lots. 
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International Trade 

The table below is from the Intemational Trade Administration's Exporter Location Series. 
This data is compiled on a f.a.s. (free alongside ship) basis and includes domestic exports and re-exports. The 
total value of exports from the County during 1998 totaled $8.6 billion, up 10.3% from 1997. 

Table 8 
VALUATION OF EXPORTS 

ORIGINATING IN SAN DIEGO COUNTY 
Calendar Years 1994 through 1998 

(in billions) 

Calendar Year 
1994 
1995 
1996 
1997 
1998 

Source: Intemational Trade Administration 

Major Employers 

Total Exports 
$4.9 

5.9 
6.7 
7.8 
8.6 

The City is host to a diverse mix of major employers representing industries ranging from 
education and health services, to diversified manufacturing, financial services, retail trade and amusement and 
recreation. Table 9 lists the City's major employers. The list is compiled from information presented in 
Greater San Diego's Guide to Business & Industry, a publication of the Greater San Diego Chamber of 
Commerce as well as information gathered by the City of San Diego. All of the businesses listed in the 
following table have their main offices in the City, with many having branch offices and/or production 
facilities in other areas of the County. Accordingly, not all employees of these businesses work within the 
City. 
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Table 9 
CITY OF SAN DIEGO 

MAJOR EMPLOYERS <'' 
Calendar Year 200(P^ 

Employer 

10,000 or More Employees: 

Qualcomm 
San Diego Unified School District 
Sharp Health Care 
University of Califomia, San Diego 

5,000 - 9,999 Employees: 

Kaiser Permanente 
Pacific Bell 
San Diego Community College District 
San Diego State University 
Scripps Health 
Seaworld of Cdifomia 

Product/Service 

Wireless Communications 
Education 
Health Care 
Higher Education 

Health Care 
Utility 
Higher Education 
Higher Education 
Health Care 
Entertainment 

3,000 - 4,999 Employees: 

Children's Hospital and Health Care 
Cubic Corporation 
National Steel & Shipbuilding Company 
Palomar Pomerado Health System 
Samsung 
San Diego Gas & Electric/Sempra Energy 
Science Applications Intemational Corporation 
Sony Technology Center 
Target Stores - San Diego 
UCSD Health Care 

University of San Diego 

2,000 - 2,999 Employees: 

Ace Parking 
ADDECO Employment Services 
Bank of America 
Costco Wholesale 
Foodmaker 
Hewlett Packard Company 
Manpower Temporary Services 
Nordstrom 
Solar Turbines 
Scripps Research Institute 
Union Bank of Califomia, N.A. 
YMCA of San Diego County 

Health Care 
Electronic Systems 
Shipbuilding, Repair 
Health Care 
Electronics 
Utility 
Research and Development 
Electronics 
Retail 
Health Care 
Higher Education 

Parking Stations and Garages 
Employment Services 
Banking 
Retail 
Restaurants 
Electronic Instmments 
Employment Services 
Department Store 
Gas Turbine Manufacturing 
Biomedical Research 
Banking 
Family Recreation 

(1) 

(2) 

Does not include various major public employers, including the City, the County, and the federal government with i 
combined total county employment of 105,600 as of January 1,2000. 
As of January 1,2000. 

Source: Greater San Diego Chamber of Commerce and City of San Diego 
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EfTective Buying Income 

Table 10 shows the per capita Effective Buying Income (EBI) for the City, the County, the 
State, and the United States for calendar years 1994 through 1999. 

Table 10 
PER CAPITA EFFECTIVE BUYING INCOME 

Calendar Years 1994 through 1999 

Calendar City of County of State of United 
Year San Diego San Diego California States 

1994 
1995^') 
1996 
1997 
1998 
1999 

17,220 
14,770 
15,139 
15,804 
16,291 
17,443 

17,034 
14,609 
14,975 
15,618 
16,101 
17,270 

17,275 
14,759 
15,068 
15,797 
16,299 
17,245 

16,918 
14,965 
15,555 
16,281 
16,895 
17,691 

(1) Prior to 1995, estimates of EBI were based on the Bureau of Economic Analysis definition of "personal 
income" less personal tax payments. Beginning in 1995, the estimates are based on the Census Bureau's 
definition of "money income" less personal tax payments. Since the Census definition excludes certain 
sources of income, such as interest and rents, employer contributions to private pension funds, and 
Medicaid and Medicare, the overall figures from 1995 onwards are lower compared to the prior years. 
(According to Sales & Marketing Management Magazine, "personal income" is greater than "money 
income" by 11-14%.) In addition, because of geographic differences in sources of income, per capita EBI 
estimates based on "money income" for some areas, such as Califomia and San Diego, are below the 
national average. 

Source: Sales & Marketing Management Magazine "Survey,of Buying Power" 

Building Permits 

Table 11 provides a summary of the building permit valuations, and the number of new 
dwelling units authorized in the City, for Fiscal Years 1996 through 2000. The valuation of non-residential 
permits includes both private commercial constmction and publicly funded, non-tax generating projects. 
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Table I I 
CITY OF SAN DIEGO 

BUILDING PERMIT VALUATIONS 
AND NUMBER OF DWELLING UNITS 

Fiscal Years Ended June 30,1995 through 1999 

1996 1997 1998 1999 2000 
Valuation (in thousands) 

Residential 
Nonresidential 
Total 

Number of New Dwelling Units: 

Single Family 
Multiple Family 
Total 

$ 

$_ 

— 

396,681 
450,301 
846,982 

1,468 
774 

2,242 

$ 541,443 
478,887 

$ 1,020,330 

2,197 
1,014 
3,211 

$ 890,476 
576,170 

1,466,646 

3,032 
3,018 
6,050 

$ 

T 

857,747 
783,106 

1,640,853 

2,632 
2,836 
5,468 

$ 1,185,999 
960,479 

$ 2,146,478 

2,084 
5,662 
7,746 

Source: City of San Diego, Planning and Development Review Department 

BUSINESS DEVELOPMENT PROGRAM 

The City aggressively supports economic development and job creation activities. A key 
element of these activities is the Business Expansion and Retention Program (BEAR Program), a proactive 
effort on the part of the City to work directly with businesses to retain local firms and help them expand their 
investment and job growth. This program was created in 1995 by integrating the City's existing business 
development activities to provide centralized coordination and data management, and to expand operational 
relationships with partnership agencies such as the Economic Development Corporation and Sempra Energy. 
BEAR Program components include Business Incentives, Targeted Assistance, sales and use tax rebates 
through the Business Cooperation Program, Business Outreach, and Business Finance. 

A fiirther element of the City's overall business development effort has been on streamlining 
the permitting process and, when feasible, eliminating or reducing fees and permits. A major component of 
this streamlining effort has been the creation of a "one-stop" permitting center which has in most cases reduced 
development permit processing time by one-half The center eliminates the need for permit applicants to seek 
approval from several City departments by consolidating the review and permit process. 

The City also operates the Office of Small Business which provides a broad range of 
assistance programs for the many small businesses in the City. In 1994, the City Council reduced the Business 
License Tax for all businesses with 12 or fewer employees from $125 and $5 per employee to $70 per business 
and $3 per employee, and in 1995 reduced it even fiirther, to a flat fee of $34 per business with no per 
employee charge. 

TRANSPORTATION 

San Diego has a well-developed and relatively uncongested highway system. Access in and 
out of the region is provided by five major freeways mnning north and south and three freeways running east 
and west. 

Public transportation through the City and surrounding communities is provided by the San 
Diego Metropolitan Transit Development Board ("MTDB"). The San Diego Trolley, Inc. operates a fleet of 
electric trolleys that provides transportation for commuters and tourists from downtown San Diego to San 
Ysidro (adjacent to Tijuana), and from downtown San Diego to the southem part of the County and East 
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County. The East Line extension to Santee was completed in 1996. This 3.6-mile extension connects the 
cities of El Cajon and Santee. The trolley also provides service from downtown San Diego to the waterfixjnt 
area, including the Convention Center. An extension providing additional service from downtown to the 
historical Old Town section of the City was completed in 1996. In addition, the Mission Valley extension, 
which coimects Old Town with Qualcomm Stadium and the Mission Valley shopping area, ending at the 
Mission San Diego, opened in 1997. In May 1998, the U.S. Congress approved a transportation bill which 
earmarked $325 million for a 6-mile trolley extension connecting the Mission Valley Line with the East Line 
in La Mesa. This extension, scheduled for completion in 2004, will extend east from Qualcomm Stadium 
connecting Mission Valley with San Diego State University, La Mesa, and East Coimty. 

A 43-mile Coaster Commuter rail line from Oceanside to downtown San Diego came into 
service in 1995. This line links communities along the coast from Oceanside to Del Mar with downtown San 
Diego and is operated by North County Transit District ("NCTD"). 

Proposition A, voter approved in November 1987, authorized a one-half cent increase to the 
local sales tax to fimd transportation improvements for the San Diego region. Through Fiscal Year 1999, the 
City has been allocated $178.8 million in Proposition A funds and expects to receive an additional $17.1 
million through Fiscal Year 2000. 

State Propositions 108/111/116, voter approved in June 1990, increased the State gas tax and 
authorized the sale of rail bonds. The revenues generated from these measures are to be used to implement a 
comprehensive Statewide transportation funding program through the year 2000. Through Fiscal Year 1999, 
the City has received approximately $56.1 million in Proposition 111 fimds. Revenues from this source 
supplement the City's street maintenance and resurfacing program and other sfreet related services, including 
trdfic light and signal maintenance, median maintenance and traffic engineering to ensure efficient fraffic 
flow. 
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APPENDIX E 

SUMMARY OF BOND INDENTURE 

The following is a summary of certain definitions and provisions of the Indentures which are not 
described elsewhere in the Official Statement. This Summary does not purport to be comprehensive and 
reference should be made to the Indentures for a fiill and complete statement of their provisions. The 
Indentures for each Improvement Area are substantially identical and the following summary is applicable to 
both Indentures. 

DEFINITIONS 

"Account" means any account created pursuant to the Indenture. 

"Act" means the Mello-Roos Community Facilities Act of 1982, as amended. Sections 53311 etseq. 
of the Califomia Govenmient Code. 

"Acquisition Agreement" means that certain Purchase and Financing Agreement dated as of February 
8,2000 by and among the City, Fairbanks Highlands LLC and Santaluz LLC. 

"Acquisition and Constmction Fund" means the fund by that name established pursuant to the 
Indenture. 

"Administrative Expenses" means the adminisfrative costs with respect to the calculation and 
collection of the Special Taxes, including all attomeys' fees and other costs related thereto, the fees and 
expenses of the Trustee, any fees and related costs for credit enhancement for the Bonds or any Parity Bonds 
which are not otherwise paid as Costs of Issuance, any costs related to the District's compliance with state and 
federal laws requiring continuing disclosure of information conceming the Bonds and the District, and any 
other costs otherwise incurred by the City staff on behalf of the District in order to carry out the purposes of 
the District as set forth in the Resolution of Formation and any obligation of the District hereunder, including 
matters related to the administration of the Escrow Fund. 

"Adminisfrative Expenses Cap" means $75,000 per Bond Year, increased on July 1 of each year, 
commencing July 1, 2001, through July 1, 2011 by two percent (2%) of the amount in effect for the prior 
Fiscal Year. 

"Affiliates" means (1) a Person whose relationship with the Developer would result in a disallowance 
of losses under Section 267 or 707(b) of the Code, (2) a Person who together with the Developer are members 
of the same controlled group of corporations (as defined in Section 1563(a) of the Code, except that "more 
than 50 percent" shall be substituted for "at least 80 percent" each place it appears therein), (3) a partnership 
and each of its partners (and their spouses and minor children) whose relationship with the Borrower would 
result in a disallowance of losses under Section 267 or 707(b) of the Code or (4) an S Corporation and each of 
its shareholders (and their spouses and minor children) whose relationship with the Developer would resuh in a 
disallowance of losses under Section 267 or 707(b) of the Code. 

"Altemate Penalty Account" means the account by that name created and established in the Rebate 
Fund pursuant to the Indenture. 

"Annual Debt Service" means the principal amount of any Outstanding Bonds or Parity Bonds 
payable in a Bond Year either at maturity or pursuant to a Sinking Fund Payment and any interest payable on 
any Outstanding Bonds or Parity Bonds in such Bond Year, if the Bonds and any Parity Bonds are retired as 
scheduled. 
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"Appraisal" means the appraisal of the taxable property in the District dated June 1,2000 delivered in 
connection with the initial sale and issuance of the Bonds. 

"Authorized Investments" means any of the following which at the time of investment are legal 
investments under the laws of the State for the moneys proposed to be invested therein: 

(1) (A) Direct obligations (other than an obligation subject to variation in principal 
repayment) of the United States of America ("United States Treasury Obligations"); (B) obligations 
fully and unconditionally guaranteed as to timely payment of principal and interest by the United 
States of America; (C) obligations fiilly and unconditionally guaranteed as to timely payment of 
principal and interest by any agency or instrumentality of the United States of America when such 
obligations are backed by the full faith and credit of the United States of America; or (D) evidences of 
ownership of proportionate interests in future interest and principal payments on obligations described 
above held by a bank or trust company as custodian, under which the owner of the investment is the 
real party in interest and has the right to proceed directly and individually against the obligor and the 
underlying government obligations are not available to any person claiming through the custodian or 
to whom the custodian may be obligated. 

(2) Federal Housing Adminisfration debentures. 

(3) The listed obligations of government-sponsored agencies which are not backed by 
the full faith and credit of the United States of America: 

Federal Home Loan Mortgage Corporation (FHLMC) 
Participation certificates (excluded are stripped mortgage securities 
which are purchased at prices exceeding their principal amounts) 
Senior Debt obligations 

Farm Credit Banks (formerly: Federal Land Banks, Federal 
Intermediate Credit Banks and Banks for Cooperatives) 
Consolidated system-wide bonds and notes 

Federal Home Loan Banks (FHL Banks) 
Consolidated debt obligations 

Federal National Mortgage Association (FNMA) 
Senior debt obligations 
Mortgage-backed securities (excluded are stripped mortgage securities 
which are purchased at prices exceeding their principal amounts) 

Student Loan Mariceting Association (SLMA) 
Senior debt obligations (excluded are securities that do not have a fixed 
par value and/or whose terms do not promise a fixed dollar amount at 
maturity or call date) 

Financing Corporation (FICO) 
Debt obligations 

Resolution Funding Corporation (REFCORP) 
Debt obligations 

(4) Unsecured certificates of deposit, time deposits, and bankers' acceptances (having 
maturities of not more than 30 days) of any bjink (including the Tmstee and any affiliate) the short-
term obligations of which are rated "A-1" or better by Standard & Poor's. 

(5) Deposits the aggregate amount of which are fully insured by the Federal Deposit 
Insurance Corporation (FDIC), in banks (including the Trustee and any affiliate) which have capital 
and surplus of at least $5 million. 
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(6) Commercial paper (having original maturities of not more than 270 days rated "A-
1+" by Standard & Poor's and "Prime-1" by Moody's. 

(7) Money market funds rated "AAm" or "AAm-G" by Standard & Poor's, or better 
(including those of the Trustee or its affiliates). 

(8) "State Obligations," which means: 

(A) Direct general obligations of any state of the United States of America or 
any subdivision or agency thereof to which is pledged the full faith and credit of a state the 
unsecured general obligation debt of which is rated "A3" by Moody's and "A" by Standard & 
Poor's, or better, or any obligation fully and unconditionally guaranteed by any state, 
subdivision or agency whose unsecured general obligation debt is so rated. 

(B) Direct general short-term obligations of any state agency or subdivision or 
agency thereof described in (A) above and rated "A-1+" by Standard & Poor's and "Prime-l" 
by Moody's. 

(C) Special Revenue Bonds (as defined in the United States Bankmptcy Code) 
of any state, state agency or subdivision described in (A) above and rated "AA" or better by 
Standard & Poor's and "Aa" or better by Moody's. 

(9) Pre-refimded municipal obligations rated "AAA" by S & P and "Aaa" by Moody's 
meeting the following requirements: 

(A) the municipal obligations are (1) not subject to redemption prior to maturity 
or (2) the trustee for the municipal obligations has been given irrevocable instmctions 
conceming their call and redemption and the issuer of the municipal obligations has 
covenanted not to redeem such municipal obligations other than as set forth in such 
instmctions; 

(B) the municipal obligations are secured by cash or United States Treasury 
Obligations which may be applied only to payment of the principal of, interest and premium 
on such municipal obligations; 

(C) the principal of and interest on the United States Treasury Obligations (plus 
any cash in the escrow) has been verified by the report of independent certified public 
accountants to be sufficient to pay in fiill all principal of, interest, and premium, if any, due 
and to become due on the municipal obligations ("Verification"); 

(D) the cash or United States Treasury Obligations serving as security for the 
municipal obligations are held by an escrow agent or trustee in trust for owners of the 
municipal obligations; 

(E) no substitution of a United States Treasury Obligation shall be pennitted 
except with another United States Treasury Obligation and upon delivery of a new 
Verification; and 

(F) the cash or United States Treasury Obligations are not available to satisfy 
any other claims, including those by or against the trustee or escrow agent. 

(10) . Repurchase agreements: 
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(A) With (1) any domestic bank, or domestic branch of a foreign bank, the long 
term debt of which is rated at least "A" by Standard & Poor's and Moody's; or (2) any 
broker-dealer with "retail customers" or a related affiliate thereof which broker-dealer has, or 
the parent company (which guarantees the provider) of which has, long-term debt rated at 
least "A" by Standard & Poor's and Moody's, which broker-dealer falls under the jurisdiction 
of the Securities Investors Protection Corporation; or (3) any other entity rated "A" or better 
by Standard & Poor's and Moody's, provided that: 

(a) The market value of the collateral is maintained at levels equal to 
104% of the amount of cash fransferred by the Tmstee to the provider of the repurchase 
agreement plus accmed interest with the collateral being valued weekly and marked-to-
market at one current market price plus accmed interest; 

(b) The Trustee or a third party acting solely as agent therefor or for the 
District (the "Holder of the Collateral") has possession of the collateral or the collateral has 
been transferred to the Holder of the Collateral in accordance with applicable state and federal 
laws (other than by means of entries on the transferor's books); 

(c) The repurchase agreement shall state and an opinion of counsel 
shall be rendered at the time such collateral is delivered that the Holder of the Collateral has a 
perfected first priority security interest in the collateral, any substituted collateral and all 
proceeds thereof (in the case of bearer securities, this means the Holder of the Collateral is in 
possession); 

(d) The repurchase agreement shall provide that if during its term the 
provider's rating by either Moody's or Standard & Poor's is withdrawn or suspended or falls 
below "A-" by Standard & Poor's or "A3" by Moody's, as appropriate, the provider must, at 
the direction of the District or the Tmstee, within 10 days of receipt of such direction, 
repurchase all collateral and terminate the agreement, with no penalty or premium to the 
District or Trustee. 

(B) Notwithstanding the above, if a repurchase agreement has a term of 270 days 
or less (with no evergreen provision), collateral levels need not be as specified in (a) above, 
so long as such collateral levels are 103% or better and the provider is rated at least "A" by 
Standard & Poor's and Moody's, respectively. 

(11) Investment agreements with a domestic or foreign bank or corporation (other than a 
life or property casualty insurance company) the long-term debt of which or, in the case of a 
guaranteed corporation tiie long-term debt, or, in the case of a monoline financial guaranty insurance 
company, claims paying ability, of the guarantor is rated at least "AA" by Standard & Poor's and 
"Aa" by Moody's; provided that, by the terms of the investment agreement: 

(A) interest payments are to be made to the Tmstee at times and in amounts as 
necessary to pay debt service (or, if the investment agreement is for the Acquisition and 
Constmction Fund, constmction draws) on the Bonds; 

(B) the invested fimds are available for withdrawal without penalty or premium, 
at any time upon not more than seven days' prior notice; the District and the Trustee hereby 
agree to give or cause to be given notice in accordance with the terms of the investment 
agreement so as to receive fimds thereunder with no penalty or premium paid; 

E-4 



(C) the investment agreement shall state that is the imconditional and general 
obligation of, and is not subordinated to any other obligation of, the provider thereof, or, in 
the case of a bank, that the obligation of the bank to make payments imder the agreement 
ranks pari passu with the obligations of the bank to its other depositors and its other 
unsecured and unsubordinated creditors; 

(D) the District and the Tmstee receives the opinion of domestic counsel (which 
opinion shall be addressed to the District and the Trustee) that such investment agreement is 
legal, valid, binding and enforceable upon the provider in accordance with its terms and of 
foreign counsel (if applicable) in form and substance acceptable, and addressed to, the 
District; 

(E) the investment agreement shall provide that if during its term. 

(1) the provider's rating by either Standard & Poor's or Moody's falls 
below "AA-" or "Aa3," respectively, the provider shall, at its option, within 10 days of 
receipt of publication of such downgrade, either (i) collateralize the investment agreement by 
delivering or transferring in accordance with applicable state and federal laws (other than by 
means of entries on the provider's books) to tiie District, the Trustee or a third party acting 
solely as agent therefor (the "Holder of the Collateral") collateral free and clear of any third-
party liens or claims the market value of which collateral is maintained at levels and upon 
such conditions as would be acceptable to Standard & Poor's and Moody's to maintziin an 
"A" rating in an "A" rated stmctured financing (with a market value approach); or (ii) repay 
the principal of and accmed but unpaid interest on the investment; and 

(2) the provider's rating by either Standard & Poor's or Moody's is 
withdrawn or suspended or falls below "A-" or "A3," respectively, the provider must, at the 
direction of the Disfrict or the Fiscal Agent, within 10 days of receipt of such direction, repay 
the principal of and accmed but unpaid interest on the investment, in either case with no 
penalty or premium to the District or Tmstee; and 

(F) The investment agreement shall state and an opinion of counsel shall be 
rendered, in the event collateral is required to be pledged by the provider under the terms of 
the investment agreement at the time such collateral is delivered, that the Holder of the 
Collateral has a perfected first priority security interest in the collateral, any substituted 
collateral and all proceeds thereof (in the case of bearer securities, this means the Holder of 
the Collateral is in possession); 

(G) the investment agreement must provide that if during its term 

(1) the provider shall default in its payment obligations, the provider's 
obligations under the investment agreement shall, at the direction of the District or the 
Tmstee, be accelerated and amounts invested and accmed but unpaid interest thereon shall be 
repaid to the District or Trustee, as appropriate, and 

(2) the provider shall become insolvent, not pay its debts as they 
become due, be declared or petition to be declared bankmpt, etc. ("event of insolvency"), the 
provider's obligations shall automatically be accelerated and amounts invested and accmed 
but unpaid interest thereon shall be repaid to the District or Trustee, as appropriate. 
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(12) The State of Califomia Local Agency Investment Fund; provided that the Trustee 
may restrict investments in such Fund to the extent necessary to keep monies available for the 
purposes of the Indenture. 

"Authorized Representative of the City" means the City Manager of the City, the Deputy City 
Manager or the Auditor and Compfroller of the City or any other person or persons designated by the City 
Manager by a written certificate signed by the City Manager and containing the specimen signature of each 
such person. 

"Authorized Representative of the District" means the City Manager of the City, the Deputy City 
Manager or the Auditor and Compfroller of the City or any other person or persons designated by the City 
Manager by a written certificate signed by the City Manager and containing the specimen signature of each 
such person. 

"Backup Special Tax Subaccount" means the subaccount by that name created and established in the 
Redemption Account of the Special Tax Fund pursuant to the Indenture. 

"Backup Special Taxes" means any amounts paid by the Disfrict to, the Tmstee and designated by the 
District as Backup Special Taxes collected pursuant to the RMA. 

"Bond Counsel" means an attomey at law or a firm of attomeys selected by the District of nationally 
recognized standing in matters pertaining to the tax-exempt nature of interest on bonds issued by states and 
their political subdivisions duly admitted to the practice of law before the highest court of any state of the 
United States of America or the District of Columbia. 

"Bond Register" means the books which the Trustee shall keep or cause to be kept on which the 
regisfration and transfer of the Bonds and any Parity Bonds shall be recorded. 

"Bondowner" or "Owner" means the person or persons in whose name or names any Bond or Parity 
Bond is registered. 

"Bonds" means the Series A of 2000 Bonds. 

"Bond Year" means the twelve month period commencing on September 2 of each year and ending on 
September 1 of the follo\ying year, except that the first Bond Year for the Bonds or an issue of Parity Bonds 
shall begin on the Delivery Date and end on the first September 1 which is not more than 12 months after the 
Delivery Date. 

"Business Day" means a day which is not a Saturday or Sunday or a day of the year on which banks in 
New York, New York, Los Angeles, Califomia, or the city where the corporate trust office of the Tmstee is 
located, are not required or authorized to remain closed. 

"Certificate of an Authorized Representative" means a written certificate or warrant request executed 
by an Authorized Representative of the City. 

"Certificate of the Special Tax Administrator" means a certificate of an Authorized Representative of 
the District, or any successor entity appointed by the City, to administer the calculation and collection of the 
Special Taxes. 

"City" means the City of San Diego, Califomia. 
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"Code" means the Intemal Revenue Code of 1986, as amended, and any Regulations, mlings, judicial 
decisions, and notices, announcements, and other releases of the United States Treasury Department or Intemal 
Revenue Service interpreting and constming it. 

"Costs of Issuance" means the costs and expenses inciured in connection with the formation of the 
District and the issuance and sale of the Bonds or any Parity Bonds, including the acceptance and initial aimual 
fees and expenses of the Trustee, legal fees and expenses, costs of printing the Bonds and Parity Bonds and the 
preliminary and final official statements for the Bonds and Parity Bonds, fees of financial consultants and all 
other related fees and expenses, as set forth in a Certificate of an Authorized Representative of the City. 

"Deemed Escrow Bonds" means, as of any date of determination. Bonds in a principal amount equal 
to the amount then on deposit in the Escrow Fund (not including any amounts on deposit in the Escrow Interest 
Account and Escrow Principal Account, and excluding any investment earnings allocable to such amount on 
deposit in the Escrow Fund, the Escrow Interest Account and the Escrow Principal Account), which Bonds 
shall be deemed to be comprised of the applicable principal amount of the Outstanding Bonds maturing on or 
after September 1,2030. 

"Delivery Date" means, with respect to the Bonds and each issue of Parity Bonds, the date on which 
the bonds of such issue were issued and delivered to the initial purchasers thereof. 

"Depository" shall mean The Depository Tmst Company, New York, New York, and its successors 
and assigns as securities depository for the Certificates, or any other securities depository acting as Depository 
under the Indenture. 

issued. 
"Developed Property" means real property within the District for which a building permit has been 

"Developer" means the landowner which is a party to the Development Agreement. 

"Development Agreement" means that certain Second Amended and Restated Development 
Agreement between the City and Black Mountain Ranch Limited Partnership, as amended on March 17,1997. 

"Direct Debt for Developed Property" means that portion of the aggregate principal amount of the 
Outstanding Bonds which is allocable to the Developed Property as described below. For this purpose, there 
will be allocated to the Developed Property the principal amount of Bonds that results in: (1) the maximum 
Special Taxes that may be levied on Developed Property (not including any parcels of Developed Property 
with delinquent Special Taxes and assuming taxation as "Developed Property" as defined in the RMA) in each 
Fiscal Year being at least equal to the sum of 110% of Aimual Debt Service on such Bonds in the Bond Year 
ending on the September 1 following the end of such Fiscal Year of taxation plus the share of Administrative 
Expenses allocable to the Developed Property for such Fiscal Year of taxation; and (2) a Value of Developed 
Property at least four and one quarter (4.25) times the sum of Direct Debt for Developed Property plus 
Overlapping Debt allocable to Developed Property. Administrative Expenses in each Fiscal Year shall be 
deemed to be equal to actual Administrative Expenses for the last Fiscal Year ending prior to the date of 
calculation of Direct Debt for Developed Property and the portion of the total Adminisfrative Expanses 
allocable to Developed Property shall be the same portion that Special Taxes on Developed Property represent 
of the total Special Taxes levied in the District in the then current Fiscal Year. 

"Direct Debt for District Property" means that portion of the aggregate principal amount of the 
Outstanding Bonds which is allocable to the property in the District as described below. For this purpose there 
will be allocated to the property in the District the largest principal amount of Bonds that results in a Value of 
District Property at least four (4) times the sum of Direct Debt for District Property plus Overlapping Debt 
allocable to all property in the District subject to the Special Tax. 
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"Direct Debt for Undeveloped Property" means that portion of the aggregate principal amount of the 
Outstanding Bonds which is allocable to the Undeveloped Property as described below. For this purpose, there 
will be allocated to the Undeveloped Property the principal amount of Bonds that results in: (1) the maximum 
Special Taxes that may be levied on Undeveloped Property (not including any parcels of Undeveloped 
Property with delinquent Special Taxes and assuming taxation as "Undeveloped Property" as defined in the 
R M A ) in each Fiscal Year being at least equal to the sum of 110% of Annual Debt Service on such Bonds in 
the Bond Year ending on the September 1 following the end of such Fiscal Year of taxation plus the share of 
Administrative Expenses allocable to the Undeveloped Property for such Fiscal Year of taxation; and (2) a 
Value of Undeveloped Property at least four (4) times the sum of Direct Debt for Undeveloped Property plus 
Overlapping Debt for Undeveloped Property; provided, however, (x) the Value of Undeveloped Property need 
be only three and sixth-tenths (3.6) times the sum of Direct Debt for Undeveloped Property plus Overlapping 
Debt for Undeveloped Property if there is delivered to the Trustee a Certificate of the Special Tax 
Administrator stating that the Maximum Special Taxes that may be levied on Developed Property is not less 
than 20% of Maximum Annual Debt Service, (y) the Value of Undeveloped Property need be only three and 
one-half (3.5) times the sum of Direct Debt for Undeveloped Property plus Overlapping Debt for Undeveloped 
Property if there is delivered to the Tmstee a Certificate of the Special Tax Administrator stating that the 
Maximum Special Taxes that may be levied on Developed Property is not less than 40% of Maximum Annual 
Debt Service, and (z) the Value of Undeveloped Property need be only three (3) times the sum of Direct Debt 
for Undeveloped Property plus Overlapping Debt for Undeveloped Property if there is delivered to the Tmstee 
and the District a Certificate of the Special Tax Administrator stating that the Maximum Special Taxes that 
may be levied on Developed Property is not less than 60% of Maximum Annual Debt Service. Administrative 
Expenses in each Fiscal Year shall be deemed to be equal to actual Administrative Expenses for the last Fiscal 
Year ending prior to the date of calculation of Direct Debt for Undeveloped Property and the portion of the 
total Administrative Expenses allocable to Undeveloped Property shall be the same portion that Special Taxes 
on Undeveloped Property represent of the total Special Taxes levied in the District in the then current Fiscal 
Year. 

"District" means Community Facilities District No. 2 (Santaluz) established pursuant to the Act and 
the Resolution of Formation. 

"Escrow Bonds Redemption Subaccount" means the account by that name created and established in 
the Redemption Account of the Special Tax Fund pursuant to the Indenture. 

"Escrow Closing Date" means July 1, 2003. 

"Escrow Fund" means the Fund by that name created and established pursuant to the Indenture. 

"Escrow Interest Account" means the Account in the Escrow Fund by that naine created and 
established pursuant to the Indenture. 

"Escrow Principal Account" means the account in the Escrow Fund by that name created and 
established pursuant to the Indenture. 

"Escrow Release Date" means any date on which fiinds are transferred from the Escrow Fund to the 
Project Account of the Acquisition and Constmction Fund pursuant to the Indenture. 

"Event of Default" shall mean the "event of default" described in the Indenture. 

"Extended Escrow Closing Date" means such date after the Escrow Closing Date as may be 
established for closing the Escrow Fund pursuant to the Indenture. 
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"Extended Escrow Redemption Date" means such date after the Initial Escrow Redemption Date as 
may be established for special mandatory redemption of the Deemed Escrow Bonds pursuant to the Indenture. 

"Federal Securities" means any of the following: (a) non-callable direct obligations of the United 
States of America ("Treasuries"), (b) evidence of ownership of proportionate interests in fiiture interest and 
principal payments on Treasuries held by a bank or tmst company as custodian, under which the owner of the 
investment is the real party in interest and has the right to proceed directly and individually against the obligor 
and the underlying Treasuries are not available to any person claiming through the custodian or to whom the 
custodian may be obligated, and (c) pre-refimded municipal obligations rated "AAA" and "Aaa" by Standard 
& Poor's and Moody's, respectively (or any combination thereof). 

"Fiscal Year" means the period beginning on July 1 of each year and ending on the next following 
June 30. 

"Gross Taxes" means the amount of all Special Taxes received by the District, together with the 
proceeds collected from the sale of property pursuant to the foreclosure provisions of this Indenture for the 
delinquency of such Special Taxes remaining after the payment of all costs related to such foreclosure actions. 

"Improvement Area No. 1" means Improvement Area No. 1 of the District as designated by the 
legislative body of the District in the Resolution of Formation. 

"Indenture" means this Bond Indenture, together with any Supplemental Indenture approved pursuant 
to the Indenture. 

"Independent Financial Consultant" means a financial consultant or firm of such consultants generally 
recognized to be well qualified in the financial consulting field, appointed and paid by the District, who, or 
each of whom: 

(1) is in fact independent and not under the domination of the District; 

(2) does not have any substantial interest, direct or indirect, in the District; and 

(3) is not connected with the District as a member, officer or employee of the District, 
but who may be regularly retained to make annual or other reports to the District. 

"Initial Escrow Redemption Date" means September 1,2003. 

"Interest Account" means the account by that name created and established in the Special Tax Fimd 
pursuant to the Indenture. 

"Interest Payment Date" means each March 1 and September 1, commencing March 1, 2001; 
provided, however, that, if any such day is not a Business Day, interest up to the Interest Payment Date will be 
paid on the Business Day next succeeding such date. 

"Investment Agreement" means one or more agreements for the investment of fimds of the District 
complying with the criteria therefor as set forth in Subsection (11) of the definition of Authorized Investments. 

"Maximum Annual Debt Service" means the maximum sum obtained for any Bond Year prior to the 
final maturity of the Bonds and any Parity Bonds by adding the following for each Bond Year: 

(1) the principal amount of all Outstanding Bonds and Parity Bonds payable in such 
Bond Year either at maturity or pursuant to a Sinking Fund Payment; and 
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(2) the interest payable on the aggregate principal amount of all Bonds and Parity Bonds 
Outstanding in such Bond Year if the Bonds and Parity Bonds are retired as scheduled. 

"Moody's" means Moody's Investors Service, its successors and assigns. 

"Net Taxes" means Gross Taxes minus amounts set aside to pay Adminisfrative Expenses. 

"Nominee" shall mean the nominee of the Depository, which may be the Depository, as determined 
from time to time pursuant to the Indenture. 

"Non-Escrowed Amoimt" means as of any date of calculation, the sum of (a) $25,450,000, plus (b) the 
aggregate amounts transferred prior to such date from the Escrow Fund pursuant to the Indenture. 

"Ordinance" means Ordinance No. 18788 adopted by the legislative body of the District on April 10, 
2000, providing for the levying of the Special Tax. 

"Outstanding" or "Outstanding Bonds and Parity Bonds" means all Bonds and Parity Bonds 
theretofore issued by the District, except: 

(1) Bonds and Parity Bonds theretofore cancelled or surrendered for cancellation in 
accordance with the Indenture; 

(2) Bonds and Parity Bonds for payment or redemption of which monies shall have been 
theretofore deposited in tmst (whether upon or prior to the maturity or the redemption date of such 
Bonds or Parity Bonds), provided that, if such Bonds or Parity Bonds are to be redeemed prior to the 
maturity thereof, notice of such redemption shall have been given as provided in this Indenture or any 
applicable Supplemental Indenture for Parity Bonds; and 

(3) Bonds and Parity Bonds which have been surrendered to the Trustee for transfer or 
exchange pursuant to the Indenture or for which a replacement has been issued pursuant to the 
Indenture. 

"Overlapping Debt" means with respect to any property within the District, the sum of (a) the 
aggregate amount of all unpaid assessments which are a lien on such property and which are pledged to secure 
the repayment of bonds, plus (b) a portion of the principal amount of any outstanding bonds of other 
community facilities districts which are payable at least partially from special taxes to be levied on such 
property (the "Other CFD Bonds") determined by multiplying the aggregate principal amount of the Other 
CFD Bonds by a fraction, the numerator of which is the amount of special taxes levied for the Other CFD 
Bonds on such property and the denominator of which is the total amount of special taxes levied for the Other 
CFD Bonds on all parcels of property which are subject to the levy of such special taxes, based upon 
information which is available for the then current Fiscal Year. 

"Parity Bonds" means all bonds, notes or other similar evidences of indebtedness hereafter issued, 
payable out of the Net Taxes and which, as provided in this Indenture or any Supplemental Indenture, rank on 
a parity with the Bonds. 

"Participants" shall mean those broker-dealers, banks and other financial institutions from time to time 
for which the Depository holds Bonds or Parity Bonds as securities depository. 

"Person" means natural persons, firms, corporations, partnerships, associations, trusts, public bodies 
and other entities. 
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"Prepayments" means any amounts paid by the District to the Trustee and designated by the District 
as a prepayment of Special Taxes for one or more parcels in the District made in accordance with the RMA. 

"Principal Accoimt" means the account by that name created and established in the Special Tax Fund 
pursuant to the Indenture. 

"Principal Office of the Tmstee" means the office of the Tmstee located in Los Angeles, Califomia, or 
such other office or offices as the Trustee may designate fix)m time to time, or the office of any successor 
Tmstee where it principally conducts its business of serving as trustee under indentures pursuant to which 
municipal or govemmentai obligations are issued. 

"Project" means those public facilities described in the Resolution of Formation which are to be 
acquired or constmcted within and outside of the District, including all engineering, planning and design 
services and other incidental expenses related to such facilities and other facilities, if any, authorized by the 
qualified electors within the District from time to time. 

"Project Costs" means the amounts necessary to finance the Project, to create and replenish any 
necessary reserve fimds, to pay the initial and annual costs associated with the Bonds or any Parity Bonds, 
including, but not limited to, remarketing, credit enhancement. Trustee and other fees and expenses relating to 
the issuance of the Bonds or any Parity Bonds and the formation of the District, and to pay any other 
"incidental expenses" of the District, as such term is defined in the Act. 

"Rating Agency" means Moody's and Standard & Poor's, or both, as the context requires. 

"Rebate Account" means the account by that name created and established in the Rebate Fund 
pursuant to the Indenture. 

"Rebate Fund" means the fimd by that name established pursuant to the Indenture in which there are 
established the Accounts described in the Indenture. 

"Rebate Regulations" means any final, temporary or proposed Regulations promulgated under 
Section 148(f) of tiie Code. 

"Record Date" means the fifteenth day of the month preceding an Interest Payment Date, regardless of 
whether such day is a Business Day. 

"Redemption Account means the account by that name created and established in the Special Tax 
Fund pursuant to the Indenture. 

"Regulations" means the regulations adopted or proposed by the Department of Treasury from time to 
time with respect to obligations issued pursuant to Section 103 of the Code. 

"Representation Letter" shall mean the Blanket Letter of Representations from the District and the 
Paying Agent to the Depository as described in the Indenture. 

"Reserve Account" means the account by that name created and established in the Special Tax Fund 
pursuant to Section 3.1 hereof 

"Reserve Requirement" means that amount as of any date of calculation equal to the lesser of (i) 10% 
of the initial principal amount of the Bonds and Parity Bonds, if any, (ii) Maximum Annual Debt Service on 
the then Outstanding Bonds and Parity Bonds, if any; and (iii) 125% of average Annual Debt Service on the 
then Outstanding Bonds and Parity Bonds provided that, in calculating the amounts referred to in the preceding 
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clauses (i), (ii) and (iii), there will be excluded the debt service on, or the principal amount of, as applicable, 
the Deemed Escrow Bonds as of such date of calculation. 

"Resolution of Formation" means Resolution No. R-292868 adopted by the City Council of the City 
on March 14,2000, pursuant to which the City formed the District. 

"RMA" means the Rate and Method of Apportionment of Special Taxes approved by the qualified 
electors of the District at the March 14,2000 election, as amended from time to time. 

"Series A of 2000 Bonds" means the District's Improvement Area No. 1 Special Tax Bonds, Series A 
of 2000 issued on November 2,2000 in the aggregate principal amount of $56,020,000. 

"Sinking Fund Payment" means the annual payment to be deposited in the Redemption Account to 
redeem a portion of the Term Bonds in accordance with the schedule set forth in the Indenture and any annual 
sinking fimd payment schedule to retire any Parity Bonds which are designated as Term Bonds. 

"Six-Month Period" means the period of time beginning on the Delivery Date of each issue of Bonds 
or Parity Bonds, as applicable, and ending six consecutive months thereafter, and each six-month period 
thereafter until the latest maturity date of the Bonds and the Parity Bonds (and any obligations that refimd an 
issue of the Bonds or Parity Bonds). 

"Special Tax Fund" means the fimd by that name created and established pursuant to the Indenture. 

"Special Taxes" means the taxes authorized to be levied by the District on property within 
Improvement Area No. 1 in accordance with the Ordinance, the Resolution of Formation, the Act and the voter 
approval obtained at the March 14, 2000 election in the District, including any scheduled payments and any 
Prepayments thereof, the net proceeds of the redemption or sale of property sold as a resuh of foreclosure of 
the lien of the Special Taxes to the amount of said lien, and penalties and interest thereon. 

"Standard & Poor's" means Standard & Poor's Ratings Group, a division of McGraw-Hill, its 
successors and assigns. 

"Supplemental Indenture" means any supplemental indenture amending or supplementing this 
Indenture. 

"Surplus Fund" means the fimd by that name created and established pursuant to the Indenture. 

"Tax Certificate" means the certificate by that name to be executed by the District on a Delivery Date 
to establish certain facts and expectations and which contains certain covenants relevant to compliance with 
the Code. 

"Tax-Exempt" means, with reference to an Authorized Investment, an Authorized Investment the 
interest earnings on which are excludable from gross income for federal income tax purposes pursuant to 
Section 103(a) of the Code, other than one described in Section 57(a)(5)(C) of the Code. 

"Term Bonds" means the Series A of 2000 Bonds maturing on September 1,2015, September 1,2021, 
and September 1, 2030, and any term maturities of an issue of Parity Bonds as specified in a Supplemental 
Indenture. 

"Trustee" means Union Bank of Califomia, N.A. a national banking association duly organized and 
existing under the laws of the United States, at its principal corporate tmst office in Los Angeles, California, 
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and its successors or assigns, or any other bank or trust company which may at any time be substituted in its 
place as provided in the Indenture and any successor thereto. 

"Underwriters" means PaineWebber Incorporated, Morgan Stanley & Co. Incorporated and E. J. De 
La Rosa & Co., Inc. with respect to the Bonds and, with respect to each issue of Parity Bonds, the institution or 
institutions, if any, with whom the District enters into a purchase contract for the sale of such issue. 

"Undeveloped Property" means taxable real property within the District which is not Developed 
Property. 

"Value of Developed Property" means for all parcels of Developed Property which are subject to the 
levy of the Special Taxes and not delinquent in the payment of any Special Taxes then due and owing, either 
(i) the fair market value, as of the date of the appraisal provided for below, of such parcels of Developed 
Property, including with respect to such parcels the value of the then existing improvements thereon, as 
estimated by an appraiser, who shall be a State of Califomia certified general real estate appraiser selected and 
employed by the Disfrict, in an appraisal performed within ninety (90) days preceding the date of such 
determination based upon a methodology of valuation consistent with the City's policy for appraisals, provided 
that a mass appraisal methodology may be applied when valuing Developed Property; or (ii) tiie fiill cash value 
of any or all of such parcels of Developed Property, including with respect to such parcels the value of the 
improvements thereon as set forth on the last equalized assessment roll of the County Assessor of the County 
of San Diego. 

"Value of District Property" means for all parcels of property in the District which are subject to the 
levy of the Special Taxes and not delinquent in the payment of any Special Taxes then due and owing, either 
(i) the fair market value, as of the date of the appraisal provided for below of such parcels, including with 
respect to such parcels the value of the then existing improvements thereon, as estimated by an appraiser, who 
shall be a State of Califomia certified general real estate appraiser selected and employed by the District, in an 
appraisal performed within ninety (90) days preceding the date of such determination based upon a 
methodology of valuation consistent with the City's policy for appraisals, provided that a mass appraisal 
methodology may be applied when valuing Developed Property; or (ii) the full cash value of any or all of such 
parcels, including with respect to such parcels the value of the improvements thereon as set forth on the last 
equalized assessment roll of the County Assessor of the County of San Diego. 

"Value of Undeveloped Property" means for all parcels of Undeveloped Property which are subject to 
the levy of the Special Taxes and not delinquent in the payment of any Special Taxes then due and owing, 
either (i) the fair market value, as of the date of the appraisal provided for below of such parcels of 
Undeveloped Property, including with respect to such non-delinquent parcels the value of the then existing 
improvements thereon, as estimated by an appraiser, who shall be a State of Califomia certified general real 
estate appraiser selected and employed by the District, in an appraisal performed within ninety (90) days 
preceding the date of such determination based upon a methodology of valuation consistent with the City's 
policy for appraisals and in the case of the property owned by the Developer in a maimer consistent with the 
Appraisal, or (ii) the fiill cash value of any or all of such parcels of Undeveloped Property, including with 
respect to such parcels the value of the improvements thereon as set forth on the last equalized assessment roll 
of the County Assessor of the County of San Diego. 

"Verification" shall have the meaning contained in the definition of Authorized Investments. 

BOND TERMS 

Type and Nature of Bonds and Parity Bonds. Neither the faith and credit nor the taxing power of 
the City, the State of California, or any political subdivision thereof other than the District is pledged to the 
payment of the Bonds or any Parity Bonds. Except for the Special Taxes, no other taxes are pledged to the 
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payment of the Bonds or any Parity Bonds. The Bonds and any Parity Bonds are not general or special 
obligations of the City nor general obligations of the District, but are limited obligations of the District payable 
solely from certain amounts deposited by the District in the Special Tax Fund (exclusive of the Administrative 
Expense Account) and the Escrow Fund (to the limited extent described in the Indenture), as more fiilly 
described therein. The Disfrict's limited obligation to pay the principal of, premium, if any, and interest on the 
Bonds and any Parity Bonds from amounts in the Special Tax Fund (exclusive of the Administrative Expense 
Account) is absolute and unconditional, free of deductions and without any abatement, offset, recoupment, 
diminution or set-off whatsoever. No Owner of the Bonds or any Parity Bonds may compel the exercise of the 
taxing power by the District (except as pertains to the Special Taxes) or the City or the forfeiture of any of 
their property. The principal of and interest on the Bonds and any Parity Bonds and premiums upon the 
redemption thereof, if any, are not a debt of the City, the State of Califomia or any of its political subdivisions 
within the meaning of any constitutional or statutory limitation or restriction. The Bonds and any Parity Bonds 
are not a legal or equitable pledge, charge, lien, or encumbrance upon any of the District's property, or upon 
any of its income, receipts or revenues, except the Net Taxes and other amounts in the Special Tax Fund 
(exclusive of the Adminisfrative Expense Account) and the Escrow Fund (to the limited extent described in the 
Indenture) which are, under the terms of this Indenture and the Act, set aside for the payment of the Bonds, any 
Parity Bonds and interest thereon and neither the members of the legislative body of the District or the City 
Council of the City nor any persons executing the Bonds or any Parity Bonds, are liable personally on the 
Bonds or any Parity Bonds, by reason of their issuance. 

Notwithstanding anything to the contrary contained in the Indenture, the District shall not be required 
to advance any money derived from any source of income other than the Net Taxes for the payment of the 
interest on or the principal of the Bonds or any Parity Bonds, or for the performance of any covenants 
contained therein. The Disfrict may, however, advance funds for any such purpose, provided that such fimds 
are derived from a source legally available for such purpose. 

Equality of Bonds and Parity Bonds and Pledge of Net Taxes. Pursuant to the Act and this 
Indenture, the Bonds and any Parity Bonds shall be equally payable from the Net Taxes and other amounts in 
the Special Tax Fund (exclusive of the Administrative Expense Account) and the Escrow Fund (to the limited 
extent described in the Indenture), without priority for number, date of the Bonds or Parity Bonds, date of sale, 
date of execution, or date of delivery, and the payment of the interest on and principal of the Bonds and any 
Parity Bonds and any premiums upon the redemption thereof, shall be exclusively paid from the Net Taxes and 
other amounts in the Special Tax Fund (exclusive of the Administrative Expense Account) and the Escrow 
Fund (to the limited extent described in the Indenture), which are hereby set aside for the payment of the 
Bonds and any Parity Bonds. Amounts in the Special Tax Fund (other than the Administrative Expense 
Account therein) and the Escrow Fund (to the limited extent described in the Indenture) shall constitute a trust 
fimd held for the benefit of the Owners to be applied to the payment of the interest on and principal of the 
Bonds and any Parity Bonds and so long as any of the Bonds and any Parity Bonds or interest thereon remain 
Outstanding shall not be used for any other purpose, except as permitted by the Indenture or any Supplemental 
Indenture. Notwithstanding any provision contained in the Indenture to the contrary. Net Taxes deposited in 
the Rebate Fund and the Surplus Fund shall no longer be considered to be pledged to the Bonds or any Parity 
Bonds, and none of the Rebate Fund, the Surplus Fund, the Acquisition and Constmction Fund or the 
Administrative Expense Account of the Special Tax Fund shall be constmed as a tmst fimd held for the benefit 
of the Owners. 

Validity of Bonds and Parity Bonds. The validity of the authorization and issuance of the Bonds 
and any Parity Bonds shall not be affected in any way by any defect in any proceedings taken by the District 
for the financing of the Project, or by the invalidity, in whole or in part, of any contracts made by the District 
in connection therewith, and shall not be dependent upon the completion of the financing of the Project or 
upon the performance by any Person of his obligation with respect to the Project, and the recital contained in 
the Bonds or any Parity Bonds that the same are issued pursuant to the Act and other applicable laws of the 
State shall be conclusive evidence of their validity and of the regularity of their issuance. 
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Transfers Outside Book-Entry System. In the event (i) the Depository determines not to continue to 
act as securities depository for the Bonds, or (ii) the District determines that the Depository shall no longer so 
act, then the District will discontinue the book-entry system with the Depository. If the District fails to 
identify another qualified securities depository to replace the Depository then the Bonds so designated shall no 
longer be restricted to being registered in the regisfration books kept by the Trustee in the name of the 
Nominee, but shall be registered in whatever name or names Persons transferring or exchanging Bonds shall 
designate, in accordance with the provisions of the Indenture. 

Payments to the Nominee. Notwithstanding any other provisions of the Indenture to the contrary, so 
long as any Bond is registered in the name of the Nominee, all payments with respect to principal, premium, if 
any, and interest due with respect to such Bond and all notices with respect to such Bond shall be made and 
given, respectively, as provided in the Representation Letter or as otherwise instmcted by the Depository. 

CREATION OF FUNDS AND APPLICATION OF PROCEEDS 

Creation of Funds; Application of Proceeds. 

(a) The Trustee has established the following fimds and accounts: 

(1) The Improvement Area No. 1 Community Facilities District No. 2 Special Tax Fund 
(the "Special Tax Fund") (in which there shall be established and created an Interest Account (in 
which there shall be established the Capitalized Interest Subaccount), a Principal Account, a 
Redemption Accoimt (in which there shall be established the Backup Sp>ecial Tax Subaccount), a 
Reserve Account and an Administrative Expense Account). 

(2) The Improvement Area No. 1 Community Facilities District No. 2 Rebate Fund (the 
"Rebate Fund") (in which there shall be established a Rebate Account and an Altemative Penalty 
Account). 

(3) The Improvement Area No. 1 Community Facilities District No. 2 Acquisition and 
Constmction Fund (the "Acquisition and Constmction Fund") (in which there shall be established a 
Costs of Issuance Account and a Project Account). 

(4) The Improvement Area No. 1 Community Facilities District No. 2 Surplus Fund (the 
"Surplus Fund"). 

(5) The Improvement Area No. 1 Community Facilities District No. 2 Escrow Fund (the 
"Escrow Fund") (in which there shall be established an Escrow Principal Account and an Escrow 
Interest Account). 

The amounts on deposit in the foregoing fiinds, accounts and subaccounts shall be held by the 
Trustee and the Tmstee shall invest and disburse the amounts in such fimds, accounts and subaccounts in 
accordance with the provisions of the Indenture and shall disburse investment eamings thereon in accordance 
with the provisions of the Indenture. 

In connection with the issuance of any Parity Bonds, the Trustee, at the direction of an 
Authorized Representative of the District, may create new fiinds, accounts or subaccounts, or may create 
additional accounts and subaccounts within any of the foregoing fimds and accounts for the purpose of 
separately accounting for the proceeds of the Bonds and any Parity Bonds. 
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(b) The proceeds of the sale of the Bonds shall be received by the Trustee on behalf of the 
District and deposited and fransferred as set forth in the Official Statement under the caption "ESTIMATED 
SOURCES AND USES OF FUNDS." 

Deposits to and Disbursements from Special Tax Fund. 

(a) Except for Prepayments which shall be deposited to the Redemption Account and the Project 
Accoimt of the Acquisition and Constmction Fund as specified in a Certificate of an Authorized 
Representative and Backup Special Taxes which shall be deposited in the Backup Special Tax Subaccount as 
specified in a Certificate of an Authorized Representative, the Trustee shall, on each date on which the Special 
Taxes are received from the District, deposit the Special Taxes in the Special Tax Fund to be held in trust for 
the Owners. The Trustee shall transfer the Special Taxes on deposit in the Special Tax Fund on the dates and 
in the amounts set forth in the following Sections, in the following order of priority, to: 

(1) The Administrative Expense Account of the Special Tax Fund; 

(2) The Interest Account of the Special Tax Fund; 

(3) The Principal Accoimt of the Special Tax Fund; 

(4) The Redemption Accoimt of the Special Tax Fund; 

(5) The Reserve Account of the Special Tax Fund; 

(6) The Rebate Fund; and 

(7) The Surplus Fund. 

(b) At maturity of eill of the Bonds and Parity Bonds and, after all principal and interest then due 
on the Bonds and Parity Bonds then Outstanding has been paid or provided for and any amounts owed to the 
Trustee and the Bond Insurer have been paid in full, moneys in the Special Tax Fund and any accounts tin the 
Indenture may be used by the District for any lawful purpose. 

Administrative Expense Account of the Special Tax Fund. The Trustee shall transfer from the 
Special Tax Fund and deposit in the Administrative Expense Account of the Special Tax Fund from time to 
time amounts necessary to make timely payment of Adminisfrative Expenses as set forth in a Certificate of an 
Authorized Representative of the District; provided, however, that, except as set forth in the following 
sentence, the total amount transferred in a Bond Year shall not exceed the Adminisfrative Expenses Cap until 
such time as there has been deposited to the Interest Account and the Principal Account an amount, together 
with any amounts already on deposit tin the Indenture, that is sufficient to pay the interest and principal on all 
Bonds and Parity Bonds due in such Bond Year and to restore the Reserve Account to the Reserve 
Requirement. Notwithstanding the foregoing, amounts in excess of the Adminisfrative Expenses Cap may be 
fransferred to the Adminisfrative Expense Account to the extent necessary to collect delinquent Special Taxes. 
Moneys in the Adminisfrative Expense Account of the Special Tax Fund may be invested in any Authorized 
Investments as directed in writing by an Authorized Representative of the Water Disfrict and shall be disbursed 
as directed in a Certificate of an Authorized Representative. 

Interest Account and Principal Account of the Special Tax Fund. The principal of and interest 
due on the Bonds and any Parity Bonds until maturity, other than principal due upon redemption, shall be paid 
by the Trustee from the Principal Account and the Interest Account of the Special Tax Fund, respectively. For 
the purpose of assuring that the payment of principal of and interest on the Bonds and any Parity Bonds will be 
made when due, after making the transfer required by the Indenture, at least one Business Day prior to each 
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March 1 and September 1, the Trustee shall make the following transfers from the Special Tax Fund first to the 
Interest Accoimt and then to the Principal Account; provided, however, that to the extent that deposits have 
been made in the Interest Account or the Principal Account from the proceeds of the sale of an issue of the 
Bonds, any Parity Bonds, or from amounts transferred or to be transferred from the Escrow Fund pursuant to 
the Indenture, or otherwise, the transfer from the Special Tax Fund need not be made; and provided, further, 
that, if amounts in the Special Tax Fund (exclusive of the Reserve Accoimt) are inadequate to make the 
foregoing transfers (after giving effect to any amounts transferred from the Escrow Fund for such purpose 
pursuant to the Indenture), then any deficiency shall be made up by fransfers from the Reserve Accoimt: 

(a) To the Interest Account, an amount such that the balance in the Interest Account one Business 
Day prior to each Interest Pajonent Date shall be equal to the installment of interest due on the Bonds and any 
Parity Bonds on said Interest Payment Date and any installment of interest due on a previous Interest Payment 
Date which remains unpaid. Moneys in the Interest Account shall be used for the payment of interest on the 
Bonds and any Parity Bonds as the same become due. 

(b) To the Principal Account, an amount such that the balance in the Principal Account one 
Business Day prior to September 1 of each year, commencing September 1, 2001, shall equal the principal 
payment due on the Bonds and any Parity Bonds maturing on such September 1 and any principal payment due 
on a previous September 1 which remains unpaid. Moneys in the Principal Account shall be used for the 
payment of the principal of such Bonds and any Parity Bonds as the same become due at maturity. 

Redemption Account of the Special Tax Fund. 

(a) With respect to each September 1 on which a Sinking Fund Payment is due, after the deposits 
have been made to the Administrative Expense Account, the Interest Account and the Principal Account of the 
Special Tax Fund as required by the preceding two paragraphs, the Tmstee shall next transfer into the 
Redemption Account of tiie Special Tax Fund from the Special Tax Fund the amount needed to make the 
balance in the Redemption Account one Business Day prior to each September 1 equal to the Sinking Fund 
Payment due on any Outstanding Bonds and Parity Bonds on such September 1; provided, however, that, if 
amounts in the Special Tax Fund are inadequate to make the foregoing transfers, then any deficiency shall be 
made up by an immediate transfer from the Reserve Account, if fiinded, pursuant to the Indenture. Moneys so 
deposited in the Redemption Account shedl be used and applied by the Trustee to call and redeem Term Bonds 
in accordance with the Sinking Fund Payment schedule set forth in the Indenture, and to redeem Parity Bonds 
in accordance with any Sinking Fund Payment schedule in the Supplemental Indenture for such Parity Bonds. 

(b) After making the deposits to the Administrative Expense Account, the Interest Account and 
the Principal Account of the Special Tax Fund and to the Redemption Account for Sinking Fund Payments 
then due pursuant to the preceding paragraph, and in accordance with the District's election to call Bonds for 
optional redemption as set forth in the Indenture, or to call Parity Bonds for optional redemption as set forth in 
any Supplemental Indenture for Parity Bonds, the Tmstee shall transfer from the Special Tax Fund and deposit 
in the Redemption Account moneys available for the purpose and sufficient to pay the principal and the 
premiums, if any, payable on the Bonds or Parity Bonds called for optional redemption; provided, however, 
that amounts in the Special Tax Fund (other than the Administrative Expense Account in the Indenture) may 
be applied to optionally redeem Bonds and Parity Bonds only if immediately following such redemption the 
amount in the Reserve Account will equal the Reserve Requirement. 

(c) Prepayments deposited to the Redemption Account shall be applied on the redemption date 
established pursuant to the Indenture for the use of such Prepayments to the payment of the principal of, 
premium, and interest on the Bonds and Parity Bonds to be redeemed with such Prepayments. Amounts 
fransferred to the Redemption Account from the Escrow Fund shall be applied to redeem Bonds pursuant to a 
Special Mandatory Redemption from Escrow Fund Transfer. 
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(d) Amounts deposited to the Backup Special Tax Subaccount of the Redemption Account shall 
remain therein until the Trustee receives a Certificate of Authorized Representative specifying whether all or a 
portion of such amount shall be appjied as a Prepayment to redeem Bonds or be returned to the District. If the 
Trustee receives a Certificate of Authorized Representative specifying that all or a portion of the amount in the 
Backup Special Tax Subaccount is to be applied to redeem Bonds, then such portion shall be treated for 
purposes of this Indenture as a Prepayment and be applied to redeem Bonds pursuant to Section 4.1(d) on the 
next available redemption date. In the event that the Tmstee has not received a Certificate of Authorized 
Representative within two years following a deposit of Backup Special Taxes specifying how such Backup 
Special Taxes are to be disbursed, then such amount shall be treated for purposes of this Indenture as a 
Prepayment and be applied to redeem Bonds pursuant to Section 4.1(d) on the next available redemption date. 
If the Tmstee receives a Certificate of Authorized Representative specifying that all or a portion of the amount 
in the Backup Special Tax Account is to be disbursed to the District, then the Trustee shall remit such amount 
to the District. 

(e) Except for Backup Special Taxes to be disbursed to the District pursuant to the Indenture, 
moneys set aside in the Redemption Account shall be used solely for the purpose of redeeming Bonds and 
Parity Bonds and shall be applied on or after the redemption date to the payment of principal of and premium, 
if any, on the Bonds or Parity Bonds to be redeemed upon presentation and surrender of such Bonds or Parity 
Bonds and in the case of an optional redemption or an exfrabrdinary redemption from Prepayments to pay the 
interest thereon; provided, however, that in lieu or partially in lieu of such call and redemption, moneys 
deposited in the Redemption Account, other than Prepayments, may be used to purchase Outstanding Bonds or 
Parity Bonds in the manner provided in the next sentence. Purchases of Outstanding Bonds or Parity Bonds 
may be made by the District at public or private sale as and when and at such prices as the District may in its 
discretion determine but only at prices (including brokerage or other expenses) not more than par plus accmed 
interest, plus, in the case of moneys set aside for an optional redemption, the premium applicable at the next 
following call date according to the premium schedule established pursuant to the Indenture, or in the case of 
Parity Bonds the premium established in any Supplemental Indenture. Any accmed interest payable upon the 
purchase of Bonds or Parity Bonds may be paid from the amount reserved in the Interest Account of the 
Special Tax Fund for the payment of interest on the next following Interest Payment Date. 

Reserve Account of the Special Tax Fund. There shall be maintained in the Reserve Account of the 
Special tax Fund an amount equal to the Reserve Requirement. If funded, the amounts in the Reserve 
Account shall be applied as follows: 

(a) Moneys in the Reserve Account shall be used solely for the purpose of paying the principal 
of, including Sinking Fund Payments, and interest on the Bonds and any Parity Bonds when due in tiie event 
that the moneys in the Interest Account and the Principal Account of the Special Tax Fund' are insufficient 
therefor or moneys in the Redemption Account of the Special Tax Fund are insufficient to make a Sinking 
Fund Payment when due and for the purpose of making any required transfer to the Rebate Fund upon written 
direction from the District. If the amounts in the Interest Account, the Principal Account or the Redemption 
Account of the Special Tax Fund are insufficient to pay the principal of, including Sinking Fund Payments, or 
interest on any Parity Bonds when due, or amounts in the Special Tax Fund are insufficient to make fransfers 
to the Rebate Fund when required, the Trustee shall withdraw from the Reserve Account for deposit in the 
Interest Account, the Principal Account or the Redemption Account of the Special Tax Fund or the Rebate 
Fund, as applicable, moneys necessary for such purposes. 

(b) Whenever moneys are withdrawn from the Reserve Account, Jifter making the required 
transfers to the Administrative Expense Account, the Interest Account, the Principal Account and the 
Redemption Account, the Tmstee shall transfer to the Reserve Account from available moneys in the Special 
Tax Fund, or from any other legally available fimds which the District elects to apply to such purpose, the 
amount needed to restore the amount of such Reserve Account to the Reserve Requirement. Moneys in the 
Special Tax Fund shall be deemed available for transfer to the Reserve Account only if the Trustee determines 
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that such amounts will not be needed to make the deposits required to be made to the Administrative Expense 
Account, the Interest Account, the Principal Account or the Redemption Account of the Special Tax Fund on 
or before the next September 1. If amounts in the Special Tax Fund together with any other amounts 
transferred to replenish the Reserve Account are inadequate to restore the Reserve Account to the Reserve 
Requirement, then the District shall include the amount necessary fully to restore the Reserve Account to the 
Reserve Requirement in the next annual Special Tax levy to the extent of the maximum permitted Special Tax 
rates. 

(c) In connection with an optional or extraordinary redemption of Bonds or Parity Bonds in 
accordance with any Supplemental Indenture, or a partial defeasance of Bonds or Parity Bonds, amounts in the 
Reserve Account may be applied to such redemption or partial defeasance so long as tiie amount on deposit in 
the Reserve Account following such redemption or partial defeasance equals the Reserve Requirement. The 
-District shall set forth in a Certificate of an Authorized Representative the amount in the Reserve Account to 
be fransferred to the Redemption Account on a redemption date or to be transferred pursuant to the Indenture 
to partially defease Bonds, and the Trustee shall make such transfer on the applicable redemption or 
defeasance date, subject to the limitation in the preceding sentence. 

(d) To the extent that the Reserve Account is at the Reserve Requirement as of the first day of the 
final Bond Year for the Bonds or an issue of Parity Bonds, amounts in the Reserve Account may be applied to 
pay the principal of and interest due on the Bonds and Parity Bonds, as ^plicable, in the final Bond Year for 
such issue. Moneys in the Reserve Account in excess of the Reserve Requirement not transferred in 
accordance with the preceding provisions of this section shall be withdrawn from the Reserve Account on the 
Business Day before each March 1 and September 1 and transferred to the Fees Account and the Project 
Account of the Acquisition and Constmction Fund in the percentages specified in the Indenture until all 
amounts have been disbursed from the Acquisition and Constmction Fund and thereafter to the Interest 
Account of the Special Tax Fund. 

Rebate Fund. The Trustee shall establish and maintain a fimd separate from any other fimd 
established and maintained under the Indenture designated as the Rebate Fund and shall establish a separate 
Rebate Account and Altemative Penalty Account tin the Indenture. All money at any time deposited in the 
Rebate Account or the Altemative Penalty Account of the Rebate Fund shall be held by the Tmstee in trust, for 
payment to the United States Treasury. A separate subaccount of the Rebate Account and the Altemate 
Penalty Accoimt shall be established for the Bonds and each issue of Parity Bonds the interest on which is 
excluded from gross income for federal income tax purposes. All amounts on deposit in the Rebate Fund with 
respect to the Bonds or an issue of Parity Bonds shsJl be govemed by the Indenture and the Tax Certificate for 
such issue, unless the District obtains an opinion of Bond Counsel that the exclusion from gross income for 
federal income tax purposes of interest payments on the Bonds and Parity Bonds will not be adversely affected 
if such requirements are not satisfied. 

Surplus Fund. After making the transfers required by the Indenture, as soon as practicable after each 
September 1, and in any event prior to each October 1, the Trustee shall transfer all remaining amounts in the 
Special Tax Fund to the Surplus Fund, unless on or prior to such date it has received a Certificate of an 
Authorized Representative directing that certain amoimts be retained in the Special Tax Fund because the 
District has included such amounts as being available in the Special Tax Fund in calculating the amount of the 
levy of Special Taxes for such Fiscal Year pursuant to the Indenture. Moneys deposited in the Surplus Fund 
will be transferred by the Tmstee at the direction of an Authorized Representative of the District (i) to the 
Interest Account, the Principal Account or the Redemption Account of the Special Tax Fund to pay the 
principal of, including Sinking Fund Payments, premium, if any, and interest on the Bonds and any Parity 
Bonds when due in the event that moneys in the Special Tax Fund and the Reserve Account of the Special Tax 
Fund are insufficient therefor; (ii) to the Reserve Account in order to replenish the Reserve Account to the 
Reserve Requirement; (iii) to the Adminisfrative Expense Account of the Special Tax Fund to pay 
Administrative Expenses to the extent that the amounts on deposit in the Administrative Expense Account of 
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the Special Tax Fund are insufficient to pay Administrative Expenses; (iv) to the Acquisition and Constmction 
Fund to pay Project Costs; or (v) after all Project costs have been paid for any other lawful purpose of the 
District. 

The amounts in the Surplus Fund are not pledged to the repayment of the Bonds or the Parity Bonds 
and may be used by the District for any lawfiil purpose. In the event that the District reasonably expects to use 
any portion of the moneys in the Surplus Fund to pay debt service on any Outstanding Bonds or Parity Bonds, 
the District will notify the Tmstee in a Certificate of an Authorized Representative and the Trustee will 
segregate such amount into a separate subaccount and the moneys on deposit in such subaccount of the Surplus 
Fund shall be invested at the written direction of the District in Authorized Investments the interest on which is 
excludable from gross income under the Code (other than bonds the interest on which is a tax preference item 
for purposes of computing the altemative minimum tax of individuals and corporations under the Code) or in 
Autiiorized Investments at a yield not in excess of the yield on the issue of Bonds or Parity Bonds to which 
such amounts are to be applied, unless, in the opinion of Bond Counsel, investment at a higher yield will not 
adversely affect the exclusion from gross income for federal income tax purposes of interest on the Bonds or 
any Parity Bonds which were issued on a tax-exempt basis for federal income tax purposes. 

Acquisition and Construction Fund. 

(a) No Bond proceeds will be disbursed from the Acquisition and Constmction Fund until (1) the 
District receives evidence satisfactory to it that the Army Corps of Engineers has approved a remedy for the 
violation of the Section 404 Permit issued with respect to the development within the District that does not 
have an adverse effect on the planned development within the District, and (2) the Developer has delivered to 
the District an updated version of Table 6 in the Official Statement demonsfrating that the sources of fimds 
listed in Table 6, together with any commercial loans or lines of credit secured by the Developer and 
acceptable to the District, remain sufficient to complete the development beiiig undertaken by the Developer. 
On each Interest Payment Date prior to the date that amoimts are authorized to be released from the 
Acquisition and Constmction Fund, the Tmstee shall transfer available interest eamings on amounts in the 
Acquisition and Constmction Fund to the Interest Account and Principal Account of the Special Tax Fund to 
the extent necessary to pay the principal of and interest on the Bonds. 

In the event that the District does not authorize the release of amounts in the Acquisition and 
Constmction Fund pursuant to the preceding paragraph by July 1, 2007, then all amounts in the Acquisition 
and Constmction Fund will be applied to optionally redeem Bonds on September 1, 2007 in accordance with 
the terms of the Indenture. 

(b) Upon compliance with the provisions of paragraph (a) above, the moneys in the Costs of 
Issuance Account shall be disbursed by the Tmstee pursuant to a Certificate of an Authorized Representative 
of the District, and any balance therein shall be fransferred by the Trustee to the Project Account as directed in 
writing by an Authorized Representative of the District. 

(c) Upon compliance with the provisions of paragraph (a) above, the moneys in the Project 
Account of the Acquisition and Constmction Fund shall be applied exclusively to pay the Project Costs. 
Amounts for Project Costs shall be disbursed by the Tmstee from the Project Account of the Acquisition and 
Constmction Fund as specified in a Request for Disbursement of Project Costs, which must be submitted in 
connection with each requested disbursement. 

(d) Upon receipt of a Certificate of an Authorized Representative of the District stating that all or 
a specified portion of the amount remaining in the Acquisition and Constmction Fund is no longer needed to 
pay Project Costs, the Trustee shall transfer all or such specified portion,. as applicable, of the moneys 
remaining on deposit in the Acquisition and Constmction Fund to the Principal Account or Redemption 
Account of the Special Tax Fund or to the Surplus Fund, as directed in the Certificate, provided that in 

E-20 



connection with any direction to transfer amounts to the Surplus Fund there shall have been delivered to the 
Trustee with such Certificate an opinion of Bond Counsel to the effect that such transfer to the Surplus Fund 
will not adversely affect the exclusion from gross income for federal income tax purposes of interest on the 
Bonds or any Parity Bonds which were issued on a tax-exempt basis for federal income tax purposes. 

Escrow Fund. 

(a) Establishment of Escrow Fund. There is established, as a separate fimd to be held by the 
Trustee, the "Community Facilities District No. 2 Improvement Area No. 1 Special Tax Bonds Escrow Fund" 
to the credit of which a deposit shall be made as required by the Indenture. Moneys in the Escrow Fund shall 
be held in trust by the Tmstee and, pending disbursement as hereinafter provided, shall be subject to a lien in 
favor of the Owners of the Bonds and shall be administered as provided herein. 

(b) Disbursements Prior to Escrow Closing Date. 

(1) The Trustee shall make the following transfers prior to the Escrow Closing Date or 
Extended Escrow Closing Date, as applicable: 

(i) The Trustee shall transfer from the Escrow Fund (excluding the Escrow 
Principal Account) to the Interest Account of the Special Tax Fund on the Business Day prior 
to each Interest Payment Date prior to the later of the Initial Escrow Redemption Date or 
Extended Special Escrow Redemption Date which may be established as provided in 
subsection (c) below, an amount equal to all investment income eamed with respect to 
amounts on deposit in the Escrow Fund (excluding the Escrow Principal Account) since the 
last disbursement date; 

(ii) The Tmstee shall transfer from the Escrow Interest Accoimt to the Interest 
Account of the Special Tax Fund on the Business Day prior to each Interest Payment Date 
prior to the later of the Initial Escrow Redemption Date or Extended Special Escrow 
Redemption Date, as applicable, an amount that, together with the amount transferred 
pursuant to (i) above, is equal to the interest payable on the Deemed Escrow Bonds on such 
Interest Payment Date; and 

(iii) The Trustee shall fransfer from the Escrow Principal Account to the 
Principal Account of the Special Tax Fund on the Business Day prior to each September 1 
after tiie Escrow Closing Date and prior to the Extended Escrow Closing Date, if any, an 
amount equal to the principal payment due on the Deemed Escrow Bonds maturing on such 
September 1 or to the Redemption Account of the Special Tax Fund an amount equal to the 
Sinking Fund Payments due with respect to the Deemed Escrow Bonds on such September 1, 
as applicable. Simultaneously with any such transfer from the Escrow Principal Account, the 
Tmstee shall transfer an equal amount from the Escrow Fund to the Project Account, as 
directed in writing by the Authorized Representative of the District. 

(2) Disbursements to Project Account Prior to Escrow Closing Date. In addition to 
disbursements pursuant to paragraph (1) above, prior to the Escrow Closing Date, or any such 
Extended Escrow Closing Date (each such date being an "Escrow Disbursement Date"), the Trustee 
shall make disbursements from the Escrow Fund to the Project Account of the Acquisition and 
Constmction Fund, as directed in writing by the Authorized Representative of the District not more 
often than twice during each Bond Year, on any date other than an Interest Payment Date, providing 
that no Escrow Disbursement Date shall occur in the five days preceding an Interest Payment Date 
(i) if at least ninety (90) days prior to the proposed Escrow Disbursement Date, the Developer causes a 
payment for escrow release costs in the amount equal to the estimated professionals' costs as provided 
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to the Developer by the District to be made to the City (unexpended amounts, if any, to be refunded to 
the Developer within thirty days following the Escrow Disbursement Date, together with 
reimbursement, solely from amounts released from the Escrow Fund, to the Developer of all amounts 
expended for escrow release costs); and (ii) if at least ten (10) Business Days prior to each Escrow 
Disbursement Date the Trustee and the District receive the following: 

(1) A certificate of the Developer that (A) there has been no bankmptcy filing 
by the Developer or its partners, members or Affiliates since the delivery date of tiie Bonds, 
except that, if there has been a bankmptcy of an Affiliate, the Developer may instead deliver a 
certificate of an Independent Financial Consultant stating that the bankmptcy of such Affiliate 
will not have any material adverse effect on the ability of the Developer to complete its 
development activities within the District as planned and to pay its Special Taxes when due; 
(B)the Developer has sufficient equity (including projected cash flow from lot sales) to 
complete the direct and indirect master improvements and the golf course improvements, or 
that the Developer has a constmction loan in place to complete such improvements; and 
(C)the Developer or its partners and members have sufficient liquidity to meet the 
Developer's existing and projected Special Tax obligations on its most recent balance sheets 
and/or a line of credit from a financial institution adequate to pay such Special Taxes. 

(2) A Certificate of the Special Tax Adminisfrator certifying: (A) that there are 
no delinquencies in the payment of any ad valorem real property taxes. Special Taxes or 
assessments levied on parcels of taxable property within the District owned by the Developer 
or its Affiliates, as determined from the records of the Treasurer-Tax Collector of the County 
of San Diego, or such other records as the District determines are reliable, (B) the amount of 
the Direct Debt for District Property, (C) the amount of Direct Debt for Developed Property, 
(D) the amount of the Direct Debt for Undeveloped Property, and (E) that the maximum 
Special Taxes that may be levied in each Fiscal Year on all parcels in the District that are not 
then delinquent in the payment of Special Taxes and the maximum Special Taxes that may be 
levied on parcels within the District in each Fiscal Year at buildout based on the current 
development plan for the District are at least 110% of Maximum Annual Debt Service. 

(3) A certificate of an Independent Financial Consultant certifying the 
following: 

(i) the amount to be disbursed from the Escrow Fund on the Escrow 
Disbursement Date (not including transfers from the Escrow Interest Account and Escrow 
Principal Accoimt), which amount shall be the largest integral multiple of $5,000 that is not 
greater than the lesser of (I) the remainder of the Direct Debt for District Property, as 
specified in the Certificate of the Special Tax Adminisfrator delivered pursuant to (2)(ii)(2) 
above, less the Non-Escrowed Amount, and (II) the remainder of (a) the sum of (x) the Direct 
Debt for Developed Property, as specified in the Certificate of the Special Tax Administrator 
delivered pursuant to (2) above, plus (y)the Direct Debt for Undeveloped Property, as 
specified in the Certificate of the Special Tax Administrator delivered pursuant to (2) above, 
less (b) the Non-Escrowed Amount (such amoimt referred to as the "Principal Amount"); 

(ii) the amount to be transferred from the Escrow Interest Account to the Interest 
Account of the Special Tax Fund on the Escrow Disbursement Date, which amount shall be 
equal to the product of (a) a fraction, the numerator of which is equal to the Principal Amount 
and the denominator of which is equal to the amount on deposit in the Escrow Fund 
(excluding any investment eamings allocable thereto and excluding any amounts on deposit 
in the Escrow Interest Account and the Escrow Principal Account) on the day prior to the 
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Escrow Disbursement Date, times (b) the amount on deposit in the Escrow Interest Account 
on the day prior to the Escrow Disbursement Date; 

(iii) the portion of the Principal Amount which is to be transferred to the Reserve 
Account on the Escrow Disbursement Date, which portion shall be sufficient to cause the 
amount on deposit in the Reserve Account to be at least equal to the Reserve Requirement 
(calculated as if the Principal Amount had already been transferred out of the Escrow Fund); 

(iv) the portion, if any, of the Principal Amount to be transferred to the Interest 
Account of the Special Tjix Fund on the Escrow Disbursement Date, which portion shall be 
an amount which, together with the amount fransferred to the Interest Account of the Special 
Tax Fund from the Escrow Interest Account pursuant to clause (ii) above, is sufficient to pay 
interest on the portion of the Bonds in a principal amount equal to the Principal Amount 
(which portion of the Bonds shall be deemed to be comprised of a pro rata share of the 
Outstanding Bonds of each maturity) on each Interest Payment Date that will occur before 
Special Taxes can be levied and collected in an amount sufficient to pay such interest; 

(v) the portion, if any, of the Principal Amount to be transferred to the Escrow 
Interest Account on the Escrow Disbursement Date, which portion shall be an amount that 
will cause the amount on deposit in the Escrow Interest Account on the Escrow Disbursement 
Date to be the amount, but no greater than the amount, necessary to be on deposit therein in 
order for the Independent Financial Consultant to provide the certification required pursuant 
to clause (viii) below; 

(vi) the amount, if any, to be transferred from the Escrow Principal Account to 
the Special Tax Fund, as directed in writing by the District on the Escrow Disbursement Date, 
which amount shall be such that the amount remaining in the Escrow Principal Account after 
such transfer will be the amount, but no greater than the amount, necessary to be on deposit 
therein in order for the Independent Financial Consultant to provide the certification required 
pursuant to clause (ix) below; and that portion to be transferred from the Escrow Fund to the 
Project Account of the Acquisition and Constmction Fund which shall be an amount equal to 
the transfer from the Escrow Principal Account pursuant to (b)(l)(iii) above. 

(vii) the portion of the Principal Amount to be transferred to the Project Account, 
as directed in writing by the Authorized Representative of the District on the Escrow 
Disbursement Date, which portion shall be an amount equal to the remainder of (a) the 
Principal Amount, less (b) tiie sum of (x) the amount transferred to the Reserve Account 
pursuant to clause (iii) above, plus (y) the amount, if any, transferred to the Interest Account 
of the Special Tax Fund pursuant to clause (iv) above, plus (z) the amount, if any, transferred 
to the Escrow Interest Account pursuant to clause (v) above; 

(viii) after all of such transfers on the Escrow Disbursement Date, the amount on 
deposit in the Escrow Interest Account, together with investment eamings thereon and 
investment eamings on other amounts on deposit in the Escrow Fimd (excluding any amount 
on deposit in the Escrow Principal Account) to be received pursuant to the Authorized 
Investments in which such amounts are invested on the Escrow Disbursement Date (and 
assuming no reinvestment thereof) will (assuming that no such Authorized Investment is sold 
prior to its maturity and that withdrawals are made from such Authorized Investments only in 
accordance with their terms) be sufficient to pay interest on the Deemed Escrowed Bonds, as 
and when the same is payable, to and including the Initial Escrow Redemption Date or the 
Extended Escrow Redemption Date, as applicable. Cash deposits paid to the District other 
than by the Developer or its Affiliates shall be accepted by the Trustee to satisfy this 
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requirement so long as any such deposit is made no later than the earlier of the date of the 
certificate of Independent Financial Consultant and 90 days preceding the Escrow 
Disbursement Date. The District shall under no circumstances be obligated to deposit fimds 
of the District to meet the foregoing requirement. 

(ix) after any fransfer from the Escrow Principal Account pursuant to clause (vi) 
above, the amount on deposit in the Escrow Principal Account, together with investment 
eamings thereon to be received pursuant to the Authorized Investments in which such 
amounts are invested on the Escrow Disbursement Date (and assuming no reinvestment 
thereof) will (assuming that no Authorized Investment is sold prior to its maturity and that 
withdrawals are made from such Authorized Investments only in accordance with their terms) 
be sufficient to pay principal (including any Sinking Fund Payments) of the Deemed Escrow 
Bonds, as and when the same is payable, prior to but not including the Extended Special 
Escrow Redemption Date. Cash deposits paid to the District other than by the Developer or 
its Affiliates shall be accepted by the Tmstee to satisfy this requirement so long as any such 
deposit is made no later than the earlier of the date of the certificate of Independent Financial 
Consultant and 90 days preceding the Escrow Disbursement Date. The District shall under no 
circumstances be obligated to deposit funds of the District to satisfy the foregoing 
requirement. 

Upon receipt of the Certificates of the Developer, the Special Tax Administrator and 
Independent Financial Consultant required by the Indenture, as well as the direction of the 
Authorized Representative of the District provided pursuant to subsection (vii) above, the 
Trustee shall deposit the disbursements specified therein as follows: 

(A) to the Interest Account of the Special Tax Fund, the amount 
specified in such Independent Financial Consultant's certificate for deposit therein; 

(B) to the Escrow Interest Account and Escrow Principal Account of the 
Escrow Fund, the amounts specified in such Independent Financial Consultant's 
certificate for deposit therein; 

(C) to the Reserve Account of the Special Tax Fund, the amoimt 
specified in such Independent Financial Consultant's certificate for deposit therein; 
and 

(D) to the Project Account of the Acquisition and Constmction Fund, 
the amount specified in such Independent Financial Consultant's certificate and 
certificate of Authorized Representative of the District for deposit therein. 

Following final transfer of all amounts remaining in the Escrow Fund, the Tmstee 
shall transfer all amounts, if any, remaining on deposit in the Escrow Interest Account and 
Escrow Principal Account to the Project Account, as directed by the Authorized 
Representative of the District. 

(c) Disbursement for Special Mandatory Redemption from Escrow Fund Transfer: Extensions. 
The Tmstee shall not disburse any fimds from the Escrow Fund pursuant to subsection (b) above on or after 
the Initial Escrow Closing Date (i.e., July 1, 2003) except that on the Initial Escrow Redemption Date (i.e., 
September 1, 2003) the Tmstee shall fransfer all amounts on deposit in the Escrow Fund to the Redemption 
Accoimt of the Special Tax Fund, to be applied to the redemption of Bonds on the Initial Escrow Redemption 
Date, whereupon the Escrow Fund shall be closed. Notwithstanding the preceding provisions of this 
subsection (c), the Escrow Closing Date (and any Extended Escrow Closing Date which may be established as 
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provided in this subsection) and the Initial Escrow Redemption Date (and any Extended Escrow Redemption 
Date which may be established pursuant to this subsection) may be extended, from time to time, if, not later 
than one Business Day prior to the Escrow Closing Date (or any such Extended Escrow Closing Date), the 
Trustee has received the following: 

(1) A Certificate of the Authorized Representative of the District requesting such 
extension and specifying the Extended Escrow Closing Date and Extended Escrow Redemption Date; 
provided that the Extended Escrow Redemption Date must be the Interest Payment Date immediately 
following the Extended Escrow Closing Date; and provided, fiirther, that the District shall not 
unreasonably decline to file such Certificate if requested by a party to the Acquisition Agreement so 
long as the requirements of paragraph (2) and (3) below are satisfied; 

(2) A certificate of an Independent Financial Consultant certifying (a) that the amount on 
deposit in the Escrow Interest Account, together with eamings thereon and investment eamings on 
other amounts on deposit in the Escrow Fund (excluding any amount on deposit in the Escrow 
Principal Account) to be received pursuant to the Authorized Investments in which such amounts are 
invested as of the date of such certificate (and assuming no reinvestment thereof) will (assuming that 
no such Authorized Investment is sold prior to its maturity and that withdrawals are made from such 
Authorized Investments only in accordance with their terms) be sufficient to pay interest on the 
Deemed Escrow Bonds, as and when the same is payable, to and including such Extended Escrow 
Redemption Date, and (b)the amount on deposit in the Escrow Principal Account, together with 
investment eamings thereon to be received pursuant to the Authorized Investments in which such 
amoimts are invested as of the date of such certificate (and assuming no reinvestment thereof) will 
(assuming that no Authorized Investment is sold prior to its maturity and that withdrawals are made 
from such Authorized Investments only in accordance with their terms) be sufficient to pay principal 
of the Deemed Escrow Bonds, as and when the same is payable, prior to but not including such 
Extended Special Escrow Redemption Date. 

(3) An opinion of Bond Counsel that such extension will not cause interest on the Bonds 
to be included in gross income for federal income tax purposes. 

(d) Upon receipt of such a Certificate of the Authorized Representative of the District and 
Independent Financial Consultant's certificate described in subsection (c) above, the Trustee shall promptly 
mail to the Owners of the Bonds and the Underwriters written notice of the Extended Escrow Redemption 
Date, together with the aforementioned Certificate of the Authorized Representative of the District. 
Commencing on any Extended Escrow Closing Date, the Trustee shall make no fiirther disbursements from the 
Escrow Fund pursuant to subsection (b) above, and on the Initial Escrow Redemption Date, the Trustee shall 
fransfer all amounts on deposit in the Escrow Fund to the Escrow Bonds Redemption Account to be applied to 
the redemption of the Escrow Bonds on the Extended Escrow Redemption Date, whereupon the Escrow Fund 
shall be closed. 

The District may, in its sole discretion, from time to time deliver to the Trustee money 
derived from any legally available source for deposit in the Escrow Interest Account or the Escrow Principal 
Account and the Trustee shall so deposit any such money as received. 

(e) Investment. The Tmstee shall invest the moneys in the Escrow Fund, the Escrow Interest 
Account and the Escrow Principal Account therein, in such Authorized Investments, which shall be rated in 
one of the highest two rating categories offered by each Rating Agency, (without regard to gradations of plus 
or minus, or numerical gradations, within such category) as the District shall direct in a Certificate of the 
Authorized Representative of the District which shall be delivered to the Trustee on the Closing Date and 
thereafter at least two (2) Business Days prior to the maturity date of any such Authorized Investment; 
provided that if the District does not deliver such certificate, the Tmstee shall invest such fimds in Authorized 
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Investments, which shall be rated in one of the highest two rating categories offered by each Rating Agency, 
(without regard to gradations of plus or minus, or numerical gradations, within such category) of the type 
specified in clause (7) of the definition of Authorized Investments. Investment eamings shall be retained by 
the Trustee in the Escrow Fund and shall be applied as set forth in the Indenture. 

Investments. Moneys held in any of the Funds, Accounts and Subaccounts under the Indenture shall 
be invested at the written direction of the District in accordance with the limitations set forth below only in 
Authorized Investments which shall be deemed at all times to be a part of such Funds, Accounts and 
Subaccounts. Any loss resulting from such Authorized Investments shall be credited or charged to the Fund, 
Account or Subaccount from which such investment was made, and any investment eamings on a Fund, 
Account or Subaccount shall be applied as follows: (i) investment eamings on all amounts deposited in the 
Acquisition and Constmction Fund, the Escrow Fund, the Special Tax Fund, the Surplus Fund and the Rebate 
Fund and each Account therein (other than the Reserve Account of the Special Tax Fund) shall be deposited in 
those respective Funds and Accounts, and (ii) investment eamings on all amounts deposited in the Reserve 
Account shall be applied as set forth in the Indenture. Moneys in the Funds, Accounts and Subaccounts held 
under the Indenture may be invested by the Trustee as directed in writing by the District, from time to time, in 
Authorized Investments subject to the following restrictions: 

(a) Moneys in the Acquisition and Constmction Fund shall be invested in Authorized 
Investments which will by their terms mature, or in the case of an Investment Agreement are available without 
penalty, as close as practicable to the date the District estimates the moneys represented by the particular 
investment will be needed for withdrawal from the Acquisition and Constmction Fund. Notwithstanding 
anything in the Indenture to the contrary, amounts in the Acquisition and Constmction Fund three years after 
the Delivety Date for the Bonds and the proceeds of each issue of Parity Bonds issued on a tax-exempt basis 
which are remaining on deposit in the Acquisition and Constmction Fund on the date which is three years 
following the date of issuance of such issue of Parity Bonds shall be invested by the District only in 
Authorized Investments the interest on which is excluded from gross income under the Code (other than bonds 
the interest on which is a tax preference item for purposes of computing the altemative minimum tax of 
individuals and corporations under the Code) or in Authorized Investments at a yield not in excess of the yield 
on the issue of Bonds or Parity Bonds from which such proceeds were derived, unless in the opinion of Bond 
Counsel such resfriction is not necessary to prevent interest on the Bonds or any Parity Bonds which were 
issued on a tax-exempt basis for federal income tax purposes from being included in gross income for federal 
income tax purposes. 

(b) Moneys in the Interest Account, the Principal Account and the Redemption Account of the 
Special Tax Fund shall be invested only in Authorized Investments which will by their terms mature, or in the 
case of an Investment Agreement are available for withdrawal without penalty, on such dates so as to ensure 
the payment of principal of, premium, if any, and interest on the Bonds and any Parity Bonds as the same 
become due. 

(c) Monies in the Reserve Account of the Special Tax Fund may be invested only in Authorized 
Investments which, taken together, have a weighted average maturity not in excess of five years; provided that 
such amounts may be invested in an Investment Agreement to the later of the final maturity of the Bonds or 
any Parity Bonds so long as such amounts may be withdrawn at any time, without penalty, for application in 
accordance with the Indenture; and provided tiiat no such Authorized Investment of amounts in the Reserve 
Accoimt allocable to the Bonds or an issue of Parity Bonds shall mature later than the respective final maturity 
date of the Bonds or the issue of Parity Bonds, as applicable. 

(d) Moneys in the Rebate Fund shall be invested only in Authorized Investments of the type 
described in clause (1) of the definition thereof which by their terms will mature, as nearly as practicable, on 
the dates such amounts are needed to be paid to the United States Govemment or in Authorized Investments of 
the type described in clause (7) of the definition thereof 
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(e) Moneys in the Escrow Fund shall be invested as required pursuant to the Indenture. 

(f) In the absence of written investment directions from the District, the Trustee shall invest 
solely in Authorized Investments specified in clause (7) of the definition thereof. 

COVENANTS AND WARRANTY 

Warranty. The District shall preserve and protect the security pledged under the Indenture to the 
Bonds and any Parity Bonds against all claims and demands of all persons. 

Covenants. So long as any of the Bonds or Parity Bonds issued under the Indenture are Outstanding 
and unpaid, the District has made the following covenants with the Bondowners under the provisions of the 
Act and the Indenture (to be performed by the District or its proper officers, agents or employees), which 
covenants are necessary and desirable to secure the Bonds and Parity Bonds and tend to make them more 
marketable; provided, however, that said covenants do not require the District to expend any fimds or moneys 
other than the Special Taxes and other amounts deposited to the Special Tax Fund: 

Punctual Pavment: Against Encumbrances. The District has covenanted that it will receive all Special 
Taxes in trust for the Owners and will instmct the Treasurer to deposit all Special Taxes with the Trustee 
immediately upon their apportionment to the District, and the District shall have no beneficial right or interest 
in the amounts so deposited except as provided by the Indenture. All such Special Taxes shall be disbursed, 
allocated and applied solely to the uses and purposes set forth in the Indenture, and shall be accounted for 
separately and apart from dl other money, fimds, accounts or other resources of the District. 

The.District has covenanted that it will duly and punctually pay or cause to be paid the principal of 
and interest on every Bond and Parity Bond issued under the Indenture, together with tiie premium, if any, 
thereon on the date, at the place and in the manner set forth in the Bonds and the Parity Bonds and in 
accordance with the Indenture to the extent that Net Taxes and other amounts pledged under the Indenture are 
available therefor, and that the payments into the Funds and Accounts created under the Indenture will be 
made, all in strict conformity with the terms of the Bonds, any Parity Bonds, and the Indenture, and that it will 
faithfiilly observe and perform all of the conditions, covenants and requirements of the Indenture and all 
Supplemental Indentures and of the Bonds and any Parity Bonds issued under the Indenture. 

The District will not mortgage or otherwise encumber, pledge or place any charge upon any of the Net 
Taxes except as provided in the Indenture, and will not issue any obligation or security having a lien or charge 
upon the Net Taxes superior to or on a parity with the Bonds, other than Parity Bonds. Nothing in the 
Indenture shall prevent the District from issuing or incurring indebtedness which is payable from a pledge of 
Net Taxes which is subordinate in all respects to the pledge of Net Taxes to repay the Bonds and tiie Parity 
Bonds. 

Lew of Special Tax. Beginning in Fiscal Year 2001-02 and so long as any Bonds or Parity Bonds 
issued under the Indenture are Outstanding, the legislative body of the District covenants to levy the Special 
Tax in an amount sufficient, together with other amounts on deposit in the Special Tax Fund eamings to be 
transferred from the Escrow Fund and amount to be fransferred from the Escrow Interest Account and Escrow 
Principal Accoimt and deemed available for such purpose, to pay (1) the principal of and interest on the Bonds 
and any Parity Bonds when due, (2) the Administrative Expenses, and (3) any amounts required to replenish 
the Reserve Account of the Special Tax Fund to the Reserve Requirement (the "Special Tax Requirement"). 
The Disfrict has also covenanted that it will take no actions that would discontinue or cause the discontinuance 
of the Special Tax levy or the District's authority to levy the Special Tax for so long as the Bonds and any 
Parity Bonds are Outstanding. 
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Commence Foreclosure Proceedings. The District has covenanted for the benefit of the Owners of the 
Bonds and any Parity Bonds that it (i) will commence judicial foreclosure proceedings against parcels with 
delinquent Special Taxes in excess of $10,000 by the October 1 following the close of each Fiscal Year in 
which such Special Taxes were due; and (ii) will commence judicial foreclosure proceedings against all parcels 
with delinquent Special Taxes by the October 1 following the close of each Fiscal Year in which it receives 
Special Taxes in an amount which is less than 95% of the total Special Tax levied and the amount on deposit 
in the Reserve Account is at less than the Reserve Requirement; and (iii) will diligentiy pursue such 
foreclosure proceedings until the delinquent Special Taxes are paid. 

The District has covenanted that it will deposit the net proceeds of any foreclosure in the Special Tax 
Fund and will apply such proceeds remaining after the payment of Administrative Expenses to make current 
payments of principal and interest on the Bonds and any Parity Bonds, to bring the amount on deposit in the 
Reserve Account up to the Reserve Requirement and to pay any delinquent installments of principal or interest 
due on the Bonds and any Parity Bonds. 

Pavment of Claims. The District will pay and discharge any and all lawful claims for labor, materials 
or supplies which, if unpaid, might become a lien or charge upon the Net Taxes or other fimds in the Special 
Tax Fund (other than the Administrative Expense Account as set forth in the Indenture), or which might impair 
the security of the Bonds or any Parity Bonds then Outstanding; provided, however, that nothing contained in 
the Indenture shall require the District to make any such payments so long as the District in good faith shall 
contest the validity of any such claims. 

Books and Accounts. The District will keep proper books of records and accounts, separate from all 
other records and accounts of the District, in which complete and correct entries shall be made of all 
transactions relating to the Project, the levy of the Special Tax and the deposits to the Special Tax Fund. Such 
books of records and accounts shall at all times during business hours be subject to the inspection of the 
Trustee or of the Owners of not less than 10% of the principal amount of the Bonds or the Owners of not less 
than 10% of any issue of Parity Bonds then Outstanding or tiieir representatives authorized in writing. 

Federal Tax Covenants. Absent an opinion of Bond Counsel that the exclusion from gross income of 
interest on the Bonds and any Parity Bonds issued on a tax-exempt basis for federal income tax purposes will 
not be adversely affected for federal income tax purposes, the District has covenanted to comply with all 
applicable requirements of the Code necessaty to preserve such exclusion from gross income and specifically 
covenants, without limiting the generality of the foregoing, as follows: 

(1) Private Activity. The Disfrict will take no action or refrain from taking any action or 
make any use of the proceeds of the Bonds or any Parity Bonds or of any other monies or property 
which would cause the Bonds or any Parity Bonds issued on a tax-exempt basis for federal income tax 
purposes to be "private activity bonds" within the meaning of Section 141 of the Code. 

(2) Arbitrage. The District will make no use of the proceeds of the Bonds or any Parity 
Bonds or of any other amounts or property, regardless of the source, or take any action or refi:ain from 
taking any action which will cause the Bonds or any Parity Bonds issued on a tax-exempt basis for 
federal income tax purposes to be "arbifrage bonds" within tiie meaning of Section 148 of the Code. 

(3) Federal Guaranty. The District will make no use of the proceeds of the Bonds or any 
Parity Bonds or take or omit to take any action that would cause the Bonds or any Parity Bonds issued 
on a tax-exempt basis for federal income tax purposes to be "federally guaranteed" within the meaning 
of Section 149(b) of the Code. 

(4) Information Reporting. The District will take or cause to be taken all necessaty 
action to comply with the informational reporting requirement of Section 149(e) of the Code. 
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(5) Hedge Bonds. The District will make no use of the proceeds of the Bonds or any 
Parity Bonds or any other amounts or property, regardless of the source, or take any action or refi^n 
from taking any action that would cause tiie Bonds or any Parity Bonds issued on a tax-exempt basis 
for federal income tax purposes to be considered "hedge bonds" within the meaning of Section 149(g) 
of the Code unless the District takes all necessaty action to assure compliance with the requirements 
of Section 149(g) of the Code to maintain the exclusion from gross income for federal income tax 
purposes of interest on the Bonds and any applicable Parity Bonds. 

(6) Miscellaneous. The District will take no action or refrain from taking any action 
inconsistent with its expectations stated in the Tax Certificate executed on the Delivety Date by the 
District in connection with the Bonds and any issue of Parity Bonds and will comply with the 
covenants and requirements stated tin the Indenture and incorporated by reference in the Indenture. 

(7) Other Tax Exempt Issues. The District will not use proceeds of other tax exempt 
securities to redeem any Bonds or Parity Bonds without first obtaining the written opinion of Bond 
Counsel that doing so will not impair the exclusion from gross income for federal income tax purposes 
of interest on the Bonds and any Pjunty Bonds issued on a tax-exempt basis. 

(8) Subsequent Opinions. If the District obtains a subsequent opinion of Bond Counsel 
other than Stradling Yocca Carlson & Rauth, a Professional Corporation ("SYCR"), where such 
opinion is required in connection with a change or amendment to the Indenture or the procedures set 
forth in the Tax Certificate, it will obtain an opinion substantially to the effect originally delivered by 
SYCR that interest on the Bonds is excluded from gross income for federal income tax purposes. 

Reduction of Maximum Special Taxes. The District has covenanted, that it shall not initiate 
proceedings to reduce any of the maximum Special Tax rates for the District, unless, in connection therewith, 
the District receives a certificate from one or more Independent Financial Consultants which, when taken 
together, certify that (i) such changes do not reduce the maximum Special Taxes that may be levied in each 
year on property within the Disfrict to an amount which is less thaii 110% of the Annual Debt Service due in 
each corresponding future Bond Year with respect to the Bonds and Parity Bonds Outstanding as of the date of 
such proposed reduction; and (ii) based on the current development plan for parcels within the District, do not 
reduce the maximum Special Taxes expected to be levied on Developed Property upon the buildout of such 
parcels in each year after buildout to an amount which is less than 110% of the Annual Debt Service due in 
each corresponding future Bond Year with respect to the Bonds and Parity Bonds Outstanding as of the date of 
such proposed reduction; or (iii) the District is not delinquent in the payment of the principal of or interest on 
the Bonds or any Parity Bonds. For purposes of estimating Administrative Expenses for the foregoing 
calculation, the Indefiendent Financial Consultants shall compute the Administrative Expenses for the current 
Fiscal Year and escalate that amount by 2% in each subsequent Fiscal Year. 

Covenants to Defend. The District covenants that, in the event that any initiative is adopted by the 
qualified electors in the District which purports to reduce the minimum or the maximum Special Tax below the 
levels specified in the Indenture or to limit the power of the District to levy the Special Taxes for the purposes 
set forth in the Indenture, it will commence and pursue legal action in order to preserve its ability to comply 
with such covenants. 

Limitation on Right to Tender Bonds. The District has covenanted that it will not adopt any policy 
pursuant to the Act permitting the tender of Bonds or Parity Bonds in fiill payment or partial payment of any 
Special Taxes unless the District shall have first received a certificate from an Independent Financial 
Consultant that the acceptance of such a tender will not result in the District having insufficient Special Tax 
revenues to pay the principal of and interest on the Bonds and Parity Bonds when due. 
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AMENDMENTS TO INDENTURE 

Supplemental Indentures or Orders Not Requiring Bondowner Consent. The District may from 
time to time, and at any time, without notice to or consent of any of the Bondowners, adopt Supplemental 
Indentures for any of the following purposes: 

(a) to cure any ambiguity, to correct or supplement any provisions in the Indenture which may be 
inconsistent with any other provision in the Indenture, or to make any other provision with respect to matters 
or questions arising under the Indenture or in any additional resolution or order, provided that such action is 
not materially adverse to the interests of the Bondowners; 

(b) to add to the covenants and agreements of and the limitations and the restrictions upon the 
District contained in the Indenture, other covenants, agreements, limitations and restrictions to be observed by 
the District which are not contraty to or inconsistent with the Indenture as theretofore in effect or which further 
secure Bond or Parity Bond payments; 

(c) to provide for the issuance of any Parity Bonds, and to provide the tenns and conditions under 
which such Parity Bonds may be issued, subject to and in accordance with the provisioris of the Indenture; 

(d) to modify, amend or supplement the Indenture in such manner as to permit the qualification 
hereof under the Trust Indenture Act of 1939, as amended, or any similar federal statute hereafter in effect, or 
to comply with the Code or regulations issued under the Indenture, and to add such other terms, conditions and 
provisions as may be permitted by said act or similar federal statute, and which shall not materially adversely 
affect the interests of the Owners of the Bonds or any Parity Bonds then Outstanding; 

(e) to modify, alter or amend the RMA in any manner, including increasing the number of 
parcels to be taxed as custom lots, so long as the Trustee receives a certificate of an Independent Financid 
Consultant stating that (i) such changes do not reduce the maximum Special Taxes that may be levied in each 
year on property within the District to an amount which is less than 110% of the Annual Debt Service due in 
each corresponding future Bond Year with respect to the Bonds and Parity Bonds Outstanding as of the date of 
such amendment; and (ii) based on the current development plan for parcels within Improvement Area No. 1, 
do not reduce the maximum Special Taxes expected to be levied on Developed Property upon the buildout of 
such parcels in each year eifter buildout to an amount which is less than 110% of the Annual Debt Service due 
in each corresponding future Bond Year with respect to the Bonds and Parity Bonds Outstanding as of the date 
of such amendment; or 

(f) to modify, alter, amend or supplement the Indenture in any other respect which is not 
materially adverse to the Bondowners. 

Supplemental Indentures or Orders Requiring Bondowner Consent. Exclusive of the 
Supplemental Indentures described in the preceding paragraph, the Owners of not less than a majority in 
aggregate principal amount of the Bonds and Parity Bonds Outstanding shall have the right to consent to and 
approve the adoption by the Disfrict of such Supplemental Indentures as shall be deemed necessaty or 
desirable by the District for the purpose of waiving, modifying, altering, amending, adding to or rescinding, in 
any particular, any of the terms or provisions contained in the Indenture; provided, however, that nothing in the 
Indenture shall permit, or be constmed as permitting, (a) an extension of the maturity date of the principal, or 
the payment date of interest on, any Bond or Parity Bond; (b) a reduction in the principal amount of, or 
redemption premium on, any Bond or Parity Bond or the rate of interest thereon; (c) a preference or priority of 
any Bond or Parity Bond over any other Bond or Parity Bond; or (d) a reduction in the aggregate principal 
amount of the Bonds and Parity Bonds the Owners of which are required to consent to such Supplemental 
Indenture, without the consent of the Owners of all Bonds and Parity Bonds then Outstanding. 
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If at any time the District shall desire to adopt a Supplemental Indenture, which pursuant to the terms 
of this Section shall require the consent of the Bondowners, the District shall so notify the Trustee and shall 
deliver to the Trustee a copy of the proposed Supplemental Indenture. The Trustee shall, at the expense of the 
District, cause notice of the proposed Supplemented Indenture to be mailed, by first class mail, postage prepaid, 
to all Bondowners at their addresses as they appear in the Bond Register. Such notice shall briefly set forth the 
nature of the proposed Supplemental Indenture and shall state that a copy thereof is on file at the office of the 
Trustee for inspection by all Bondowners. The failure of any Bondovmers to receive such notice shall not 
affect the validity of such Supplemental Indenture when consented to and approved by the Owners of not less 
than a majority in aggregate principal amount of the Bonds and Parity Bonds Outstanding as required by the 
Indenture. Whenever at any time within one year after the date of the first mailing of such notice, the Trustee 
shall receive an instrument or instmments purporting to be executed by the Owners of not less than a majority 
in aggregate principal amount of the Bonds and Parity Bonds Outstanding, which instrument or instruments 
shall refer to the proposed Supplemented Indenture described in such notice, and shall specifically consent to 
and approve the adoption thereof by the District substantially in the form of the copy referred to in such notice 
as on file with the Trustee, such proposed Supplemental Indenture, when duly adopted by the District, shall 
thereafter become a part of the proceedings for the issuance of the Bonds and any Parity Bonds. In 
determining whether tiie Owners of a majority of the aggregate principal amount of the Bonds and Parity 
Bonds have consented to the adoption of any Supplemental Indenture, Bonds or Parity Bonds which are owned 
by the District or by any person directly or indirectly confrolling or controlled by or under the direct or indirect 
common control with the District, shall be disregarded and shall be treated as though they were not 
Outstanding for the purpose of any such determination. 

Upon the adoption of any Supplemental Indenture and the receipt of consent to any such Supplemental 
Indenture from the Owners of not less than a majority in aggregate principal amount of the Outstanding Bonds 
and Parity Bonds in instances where such consent is required pursuant to the provisions of this section, the 
Indenture shall be, and shall be deemed to be, modified and amended in accordance therewith, and the 
respective rights, duties and obligations under the Indenture of the District and all Owners of Outstanding 
Bonds and Parity Bonds shall thereafter be determined, exercised and enforced under the Indenture, subject in 
all respects to such modifications and amendments. 

TRUSTEE 

Trustee. Union Bank of Califomia has been appointed the Tmstee for the Bonds and any Parity 
Bonds unless and until another Trustee is appointed by the Disfrict under the Indenture. The Trustee 
represents that it has a combined capital (exclusive of borrowed capital) and surplus of at least $100,000,000. 
The District may, at any time, appoint a successor Trustee satisfying certain requirements under the Indenture 
for the purpose of receiving all money which the District is required to deposit with the Trustee under the 
Indenture and to allocate, use and apply the same as provided in the Indenture. 

Removal of Trustee. The District may at any time at its sole discretion remove the Trustee initially 
appointed, and any successor thereto, by delivering to the Trustee a written notice of its decision to remove the 
Tmstee and may appoint a successor or successors thereto; provided that any such successor shall be a bank or 
tmst company having a combined capital (exclusive of borrowed capital) and surplus of at least $100,000,000, 
and subject to supervision or examination by federal or state authority. Any removal shall become effective 
only upon acceptance of appointment by the successor Tmstee. Any removal of the Trustee and appointment 
of a successor Trustee shaJl become effective only upon acceptance of appointment by the successor Trustee 
and notice being sent by the successor Tmstee to the Bondowners of the successor Tmstee's identity and 
address. 

Resignation of Trustee. The Tmstee may at any time resign by giving written notice to the District 
and by giving to the Owners notice of such resignation, which notice shall be mailed to the Owners at their 
addresses appearing in the registration books in the office of the Tmstee. Upon receiving such notice of 
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resignation; the District shall promptiy appoint a successor Trustee satisfying the criteria in the Indenture by an 
instrument in writing. Any resignation or removal of the Trustee and appointment of a successor Trustee shall 
become effective only upon acceptance of appointment by the successor Trustee. 

EVENTS OF DEFAULT; REMEDIES 

Events of Default. Any one or more ofthe following events shall constitute an "Event of Default": 

(a) default in the due and punctual payment ofthe principal of or redemption premium, if any, on 
any Bond or Parity Bond when and as the same shall become due and payable, whether at maturity as therein 
expressed, by declaration or otherwise; 

(b) default in the due and punctual payment ofthe interest on any Bond or Parity Bond when and 
as the same shall become due and payable; or 

(c) except as described in (a) or (b), defauh shall be made by the Disfrict in the observance of any 
of the agreements, conditions or covenants on its part contained in the Indenture, the Bonds or any Parity 
Bonds, and such default shall have continued for a period of 30 days after the District shall have been given 
notice in writing of such default by the Tmstee or the Owners of 25% in aggregate principal amount of the 
Outstanding Bonds and Parity Bonds. 

The Trustee has agreed to give notice to the Owners as soon as practicable upon the occurrence of an 
Event of Default under (a) or (b) above and within 30 days ofthe Trustee's knowledge of an event of default 
under (c) above. 

Remedies of Owners. Upon the occurrence of an Event of Default, the Trustee may pursue any 
available remedy at law or in equity to enforce the payment ofthe principal of, premium, if any, and interest on 
the Outstanding Bonds and Parity Bonds, and to enforce any rights ofthe Trustee under or with respect to the 
Indenture, including: 

(a) by mandamus or other suit or proceeding at law or in equity to enforce his rights against the 
District and any ofthe members, officers and employees ofthe District, and to compel the District or any such 
members, officers or employees to perform and cany out their duties under the Act and their agreements with 
the Owners as provided in the Indenture; 

(b) by suit in equity to enjoin any actions or things which are unlawfiil or violate the rights ofthe 
Owners; or 

(c) by a suit in equity to require the District and its members, officers and employees to account 
as the trustee of an express trust. 

If an Event of Default shall have occurred and be continuing and if requested so to do by the Owners 
of at least 25% in aggregate principal amount of Outstanding Bonds and Parity Bonds and if indemnified to its 
satisfaction, the Tmstee shall be obligated to exercise such one or more ofthe rights and powers confened by 
the Indenture, as the Trustee^ being advised by counsel, shall deem most expedient in the interests ofthe 
Owners ofthe Bonds and Parity Bonds. 

No remedy conferred in the Indenture upon or reserved to the Tmstee or to the Owners is intended to 
be exclusive of any other remedy. Evety such remedy shall be cumulative and shall be in addition to evety 
other remedy given under the Indenture or now or hereafter existing, at law or in equity or by statute or 
otherwise, arid may be exercised without exhausting and without regard to any other remedy confened by the 
Act or any other law. 
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Application of Revenues and Other Funds After Default. All amounts received by the Trustee 
pursuant to any right given or action taken by the Tmstee under the provisions ofthe Indenture relating to the 
Bonds and Parity Bonds shall be applied by the Trustee in the following order upon presentation ofthe several 
Bonds and Parity Bonds: 

First to the payment ofthe fees, costs and expenses ofthe Trustee in declaring such Event of Defauh 
and in canying out the provisions ofthe Indenture, including reasonable compensation to its agents, attomeys 
and counsel, and to the payment of all other outstanding fees and expenses of tiie Trustee; and 

Second, to the payment of the whole amount of interest on and principal of the Bonds and Parity 
Bonds then due and unpaid, with interest on overdue installments of principal and interest to the extent 
permitted by law at the net effective rate of interest then home by the Outstanding Bonds and Parity Bonds; 
provided, however, that in the event such amounts shall be insufficient to pay in full the fiill amount of such 
interest and principal, then such amounts shall be applied in the following order of priority: 

(a) first to the payment of all installments of interest on the Bonds and Parity Bonds then due and 
unpaid on a pro rata basis based on the total amount then due and owing; 

(b) second, to the payment of all installments of principal, including Sinking Fund Payments, of 
the Bonds and Parify Bonds then due and unpaid on a pro rata basis based on the total amount then due and 
owing; and 

(c) third, to the payment of interest on overdue installments of principal and interest on the Bonds 
and Parity Bonds on a pro rata basis based on the total amoimt then due and owing. 

Power of Trustee to Control Proceedings. In the event that the Trustee, upon the happening of an 
Event of Default, shall have taken any action, by judicial proceedings or otherwise, pursuant to its duties under 
the Indenture, whether upon its own discretion or upon the request of the Owners of 25% in aggregate 
principal amount ofthe Bonds and Parity Bonds then Outstanding, it shall have fiill power, in the exercise of 
its discretion for the best interests of the Owners of the Bonds and Parity Bonds, with respect to the 
continuance, discontinuance, withdrawal, compromise, settlement or other disposal of such action; provided, 
however, that the Tmstee shall not, unless there no longer continues an Event of Default, discontinue, 
withdraw, compromise or settle, or otherwise dispose of any litigation pending at law or in equity, if at the 
time there has been filed with it a written request signed by the Owners of a majority in aggregate principal 
amount of the Outstanding Bonds and Parity Bonds under the Indenture opposing such discontinuance, 
withdrawal, compromise, settlement or other such litigation. Any suit, action or proceeding which any Owner 
of Bonds or Parity Bonds shall have the right to bring to enforce any right or remedy under the Indenture may 
be brought by the Tmstee for the equal benefit and protection of all Owners of Bonds and Parity Bonds 
similarly situated and the Trustee has been appointed (and the successive respective Owners ofthe Bonds and 
Parity Bonds issued under the Indenture, by taking and holding the same, shall be conclusively deemed so to 
have appointed it) the tme and lawful attomey in fact ofthe respective Owners ofthe Bonds and Parity Bonds 
for the purposes of bringing any such suit, action or proceeding and to do and perform any and all acts and 
things for and on behalf of the respective Owners ofthe Bonds and Parity Bonds as a class or classes, as may 
be necessaty or advisable in the opinion ofthe Tmstee as such attomey-in-fact. 

Appointment of Receivers. Upon the occunence of an Event of Default under the Indenture, and 
upon the filing of a suit or other commencement of judicial proceedings to enforce the rights ofthe Trustee and 
ofthe Owners ofthe Bonds and Parity Bonds under the Indenture, the Trustee shall be entitled, as a matter of 
right, to the appointment of a receiver or receivers of the Net Taxes and other amounts pledged under the 
Indenture, pending such proceedings, with such powers as the court making such appointment shall confer. 
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Non-Waiver. Nothing in this Article 8 or in any other provision ofthe Indenture, or in the Bonds or 
the Parity Bonds, shall affect or impair the obligation of the District, which is absolute and unconditional, to 
pay the interest on and principal ofthe Bonds and Parity Bonds to the respective Owners ofthe Bonds and 
Parity Bonds at the respective dates of maturity, as provided in the Indenture, out ofthe Net Taxes and other 
moneys pledged in the Indenture for such payment. 

Limitations on Rights and Remedies of Owners. No Owner of any Bond or Parity Bond issued 
under the Indenture shall have the right to institute any suit, action or proceeding at law or in equity, for any 
remedy under or upon the Indenture, unless (a) such Owner shall have previously given to the Trustee written 
notice ofthe occurrence of an Event of Default; (b) the Owners of a majority in aggregate principal amount of 
all the Bonds and Parity Bonds then Outstanding shall have made written request upon the Trustee to exercise 
the powers in the Indenture before granted or to institute such action, suit or proceeding in its own name; 
(c) said Owners shall have tendered to the Tmstee indemnity reasonably acceptable to the Tmstee against the 
costs, expenses and liabilities to be incurred in compliance with such request; and (d) the Tmstee shall have 
refused or omitted to comply with such request for a period of sixty (60) days after such written request shall 
have been received by, and said tender of indemnity shall have been made to, the Trustee. 

Such notification, request, tender of indemnity and refiisal or omission are, in evety case, to be 
conditions precedent to the exercise by any Owner of Bonds and Parity Bonds of any remedy under the 
Indenture; it being understood and intended that no one or more Owners of Bonds and Parity Bonds shall have 
any right in any manner whatever by his or their action to enforce any right under the Indenture, except in the 
manner provided in the Indenture, and that all proceedings at law or in equity to enforce any provision ofthe 
Indenture shall be instituted, had and maintained in the manner provided in the Indenture and for the equal 
benefit of all Owners ofthe Outstanding Bonds and Parity Bonds. 

The right of any Owner of any Bond and Parity Bond to receive payment of the principal of and 
interest and premium (if any) on such Bond and Parity Bond as provided in the Indenture or to institute suit for 
the enforcement of any such payment, shall not be impaired or affected without the written consent of such 
Owner. 

Termination of Proceedings. In case the Trustee shall have proceeded to enforce any right under the 
Indenture by the appointment of a receiver or otherwise, and such proceedings shall have been discontinued or 
abandoned for any reason, or shall have been determined adversely, then and in evety such case, the District, 
the Trustee and the Owners shall be restored to their former positions and rights under the Indenture, 
respectively, with regard to the property subject to the Indenture, and all rights, remedies and powers of the 
Trustee shall continue as if no such proceedings had been taken. 

DEFEASANCE AND PARITY BONDS 

Defeasance. If the District shall pay or cause to be paid, or there shall otherwise be paid, to the 
Ovmer of an Outstanding Bond or Parity Bond the interest due thereon and the principal thereof, at the times 
and in the manner stipulated in the Indenture or any Supplemental Indenture, then the Owner of such Bond or 
Parity Bond shall cease to be entitled to the pledge of Net Taxes, and, other than as set forth below, all 
covenants, agreements and other obligations of the District to the Owner of such Bond or Parity Bond under 
the Indenture and any Supplemental Indenture relating to such Parity Bond shall thereupon cease, terminate 
and become void and be discharged and satisfied. In the event of a defeasance of all Outstanding Bonds and 
Parity Bonds pursuant to this Section, the Tmstee shall execute and deliver to the District all such instmments 
as may be desirable to evidence such discharge and satisfaction, and the Trustee shall pay over or deliver to the 
District's general fimd all money or securities held by it pursuant to this Indenture which are not required for 
the payment ofthe principal of, premium, if any, and interest due on such Bonds and Parity Bonds. 
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Any Outstanding Bond or Parity Bond shall be deemed to have been paid within the meaning 
expressed in the preceding paragraph if such Bond or Parity Bond is paid in any one or more ofthe following 
ways: 

(a) by paying or causing to be paid the principal of, premium, if any, and interest on such Bond 
or Parity Bond, as and when the same become due and payable; 

(b) by depositing with the Trustee, in tmst, at or before maturity, money which, together with the 
amounts then on deposit in the Special Tax Fund (exclusive of the Administrative Expense Account) and 
available for such purpose, is fiilly sufficient to pay the principal of, premium, if any, and interest on such 
Bond of Parity Bond, as and when the same shall become due and payable; or 

(c) by depositing with the Tmstee or another escrow bank appointed by the District, in tmst. 
Federal Securities, in which the District may lawfully invest its money, in such amount as will be sufficient, 
together with the interest to accme thereon and moneys then on deposit in the Special Tax Fund (exclusive of 
the Administrative Expense Account) and available for such purpose, together with the interest to accme 
thereon, to pay and discharge the principal of, premium, if any, and interest on such Bond or Parity Bond, as 
and when the same shall become due and payable. 

If paid as provided above, then, at the election ofthe District, and notwithstanding that any Outstanding Bonds 
and Parity Bonds shall not have been sunendered for payment, all obligations of the District under the 
Indenture and any Supplemental Indenture with respect to such Bond or Parity Bond shall cease and terminate, 
except for the obligation ofthe Trustee to pay or cause to be paid to the Owners of any such Bond or Parity 
Bond not so surrendered and paid, all sums due thereon and except for the federal tax covenants ofthe District 
or any covenants in a Supplemental Indenture relating to compliance with the Code. Notice of such election 
shall be filed with the Tmstee not less than ten days prior to the proposed defeasance date, or such shorter 
period of time as may be acceptable to the Trustee. In connection with a defeasance under (b) or (c) above, 
there shall be provided to the District a verification report from an independent nationally recognized certified 
public accountant stating its opinion as to the sufficiency of the moneys or securities deposited with the 
Tmstee or the escrow bank to pay and discharge the principal of, premium, if any, and interest on all 
Outstanding Bonds and Parity Bonds to be defeased in accordance witii this Section, as and when the same 
shall become due and payable, and an opinion of Bond Counsel (which may rely upon the opinion of the 
certified public accountant) to the effect that the Bonds or Parity Bonds being defeased have been legally 
defeased in accordance with the Indenture and any applicable Supplemental Indenture. 

Conditions for the Issuance of Parity Bonds and Other Additional Indebtedness. The District 
may at any time after the issuance and delivety of the Bonds under the Indenture issue Parity Bonds payable 
from the Net Taxes and other amounts deposited in the Special Tax Fund (other than in the Administrative 
Expense Account in the Indenture) and secured by a lien and charge upon such amounts equal to the lien and 
charge securing the Outstanding Bonds and any other Piuity Bonds theretofore issued under the Indenture or 
under any Supplemental Indenture; provided, however, that Parity Bonds may only be issued for the purpose 
of refimding all or a portion of the Bonds or any Parity Bonds then Outstanding or for other purposes of the 
District in a principal amount not to exceed $5,000,000. Parity Bonds which may only be issued to effect a 
partial refunding may be issued subject to the following additional specific conditions, which are hereby made 
conditions precedent to the issuance of any such Parity Bonds: 

(a) The District shall be in compliance with all covenants set forth in the Indenture and any 
Supplemental Indenture then in effect and a certificate ofthe District to that effect shall have been filed with 
the Trustee; provided, however, that Parity Bonds may be issued notwithstanding that the District is not in 
compliance with all such covenants so long as immediately following the issuance of such Parity Bonds the 
District will be in compliance with all such covenants. 
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(b) The issuance of such Parity Bonds shall have been duly authorized pursuant to the Act and all 
applicable laws, and the issuance of such Parity Bonds shall have been provided for by a Supplemental 
Indenture duly adopted by the District which shall specify the following: 

(1) the purpose for which such Parity Bonds are to be issued and the fund or fiinds into 
which the proceeds thereof are to be deposited, including a provision requiring the proceeds of such 
Parity Bonds to be applied solely for the purpose of refunding any Outstanding Bonds or Parity 
Bonds, including payment of all costs and the fimding of all reserves incidental to or connected with 
such refunding; 

(2) the authorized principal amount of such Parity Bonds; 

(3) the date and the maturity date or dates of such Parity Bonds; provided that (i) each 
maturity date shall fall on an September 1, (ii) all such Parity Bonds of like maturity shall be identical 
in all respects, except as to number, and (iii) fixed serial maturities or Sinking Fund Payments, or any 
combination thereof, shall be established to provide for the retirement of all such Parity Bonds on or 
before their respective maturity dates; 

(4) the description ofthe Parity Bonds, the place of payment thereof and the procedure 
for execution and authentication; 

(5) the denominations and method of numbering of such Parity Bonds; 

(6) the amount and due date of each mandatOty Sinking Fund Payment, if any, for such 
Parity Bonds; 

(7) the amount, if any, to be deposited from the proceeds of such Parity Bonds in the 
Reserve Account of the Special Tax Fund to increase the amount tin the Indenture to the Reserve 
Requirement; 

(8) the form of such Parity Bonds; and 

(9) such other provisions as are necessaty or appropriate and not inconsistent with the 
Indenture. 

(c) The District shall have received the following documents or money or securities, all of such 
documents dated or certified, as the case may be, as ofthe date of delivety of such Parity Bonds by the Trustee 
(unless the Trustee shall accept any of such documents bearing a prior date): 

(1) a certified copy ofthe Supplemental Indenture authorizing the issuance of 
such Parity Bonds; 

(2) a written request ofthe District as to the delivety of such Parity Bonds; 

(3) an opinion of Bond Counsel and/or general counsel to the District to the 
effect that (i) the District has the right and power under the Act to adopt the Indenture and the 
Supplemental Indentures relating to such Parity Bonds, and the Indenture and all such 
Supplemental Indentures have been duly and lawfiilly adopted by the District, are in fiill force 
and effect and are valid and binding upon the District and enforceable in accordance with 
their terms (except as enforcement may be limited by bankmptcy, insolvency, reorganization 
and other similar laws relating to the enforcement of creditors' rights); (ii) the Indenture 
creates the valid pledge which it purports to create of the Net Taxes and other amounts as 
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provided in the Indenture, subject to the application thereof to the purposes and on the 
conditions permitted by the Indenture; and (iii) such Parity Bonds are valid and binding 
limited obligations of the District, enforceable in accordance with their terms (except as 
enforcement may be limited by bankmptcy, insolvency, reorganization and other similar laws 
relating to the enforcement of creditors' rights) and the terms of the Indenture and all 
Supplemental Indentures thereto and entitled to the benefits of the Indenture and all such 
Supplemental Indentures, and such Parity Bonds have been duly and validly authorized and 
issued in accordance with the Act (or otiier applicable laws) and the Indenture and all such 
Supplemental Indentures; and a fiirtiier opinion of Bond Counsel to the effect that, assuming 
compliance by the Disfrict with certain tax covenants, the issuance of the Parity Bonds will 
not adversely affect the exclusion from gross income for federal income tax purposes of 
interest on the Bonds and any Parity Bonds theretofore issued on a tax-exempt basis, or the 
exemption from State of Califomia personal income taxation of interest on any Outstanding 
Bonds and Parity Bonds theretofore issued; 

(4) a certificate ofthe District containing such statements as may be reasonably 
necessaty to show compliance with the requirements ofthe Indenture; 

(5) where the Parity Bonds are issued to refund the Bonds or other Parity Bonds, 
a certificate of an Independent Financial Consultant certifying that in each Bond Year the 
Annual Debt Service on the Bonds and Parity Bonds to remain Outstanding following the 
issuance ofthe Parity Bonds proposed to be issued is less than the Annual Debt Service on 
the Bonds and Parity Bonds Outstanding prior to the issuance of such Parity Bonds; 

(6) where the Parity Bonds are being issued other than to refund the Bonds or 
other Parity Bonds, a Certificate of the Special Tax Adminisfrator certifying that (i) the 
Maximum Special Taxes that may be levied in each Fiscal Year is not less than 110% ofthe 
Armual Debt Service in the Bond Year that begins in such Fiscal Year; (ii) the Value of 
District Property is not less than four (4) times the sum of Direct Debt for District Property 
plus Overlapping Debt allocable to all property in the District subject to the Special Tax; 
(iii) the Value of Developed Property is at least four and one-quarter (4.25) times the sum of 
Direct Debt for Developed Property plus Overlapping Debt for Developed Property; and 
(iv) the Value of Undeveloped Property is at least four (4) times the sum of Direct Debt for 
Undeveloped Property plus Overlapping Debt for Undeveloped Property; provided, however, 
(x) the Value of Undeveloped Property need be only three and sixth-tenths (3.6) times the 
sum of Direct Debt for Undeveloped Property plus Overlapping Debt for Undeveloped 
Property if there is delivered to the Trustee a Certificate of the Special Tax Adminisfrator 
stating that the Maximum Special Taxes that may be levied on Developed Property is not less 
than 20% of Maximum Annual Debt Service, (y) the Value of Undeveloped Property need be 
only three and one-half (3.5) times the sum of Direct Debt for Undeveloped Property plus 
Overlapping Debt for Undeveloped Property if there is delivered to the Trustee a Certificate 
ofthe Special Tax Administrator stating that the amount of maximum Special Taxes that may 
be levied on Developed Property is not less than 40% of Maximum Annual Debt Service, and 
(z) the Value of Undeveloped Property need be only three (3) times the sum of Direct Debt 
for Undeveloped Property plus Overlapping Debt for Undeveloped Property if there is 
delivered to the Trustee and the District a Certificate ofthe Special Tax Administrator stating 
that the amount of maximum Special Taxes that may be levied on Developed Property is not 
less than 60% of Maximum Annual Debt Service. For purposes of the foregoing Certificate 
of Special Tax Administrator, all calculations shall consider the Parity Bonds proposed to be 
issued to be Outstanding. 
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(7) such fiirther documents, money and securities as are required by the 
provisions ofthe Indenture and the Supplemental Indenture providing for the issuance of such 
Parity Bonds. 

MISCELLANEOUS 

Cancellation of Bonds and Parity Bonds. All Bonds and Parity Bonds sunendered to the Trustee 
for payment upon maturity or for redemption shall be upon payment therefor, and any Bond or Parity Bond 
purchased by tiie District as authorized in the Indenture and delivered to the Trustee for such purpose shall be, 
cancelled forthwith and shall not be reissued. 

Unclaimed Moneys. Any money held by the Trustee in tmst for the payment and discharge of any of 
the Outstanding Bonds and Parity Bonds which remain unclaimed for two years after the date when such 
Outstanding Bonds or Parity Bonds have become due and payable, if such money was held by the Tmstee at 
such date, or for two years after the date of deposit of such money if deposited with the Trustee after the date 
when such Outstanding Bonds or Parity Bonds become due and payable, shall be repaid by the Tmstee to the 
District, as its absolute property and free from tmst, and the Tmstee shall thereupon be released and discharged 
with respect thereto and the Owners shall look only to the District for the payment of such Outstanding Bonds 
or Parity Bonds; provided, however, that, before being required to make any such payment to the District, the 
Tmstee at the written request of the District or the Tmstee shall, at the expense of the District, cause to be 
mailed by first-class mail, postage prepaid, to the registered Owners of such Outstanding Bonds or Parity 
Bonds at their addresses as they appear on the registration books of the Trustee a notice that said money 
remains unclaimed and that, after a date named in said notice, which date shall not be less than 30 days after 
the date of the mailing of such notice, the balance of such money then unclaimed ^yill be retumed to the 
District. 

Provisions Constitute Contract. The provisions ofthe Indenture shall constitute a contract between 
the District and the Bondowners and the provisions hereof shall be constmed in accordance with the laws of 
the State of Califomia. 

In case any suit, action or proceeding to enforce any right or exercise any remedy shall be brought or 
taken and, should said suit, action or proceeding be abandoned, or be determined adversely to the Bondowners 
or the Tmstee, then the District, the Trustee and the Bondowners shall be restored to their former positions, 
rights and remedies as if such suit, action or proceeding had not been brought or taken. 

After the issuance and delivety ofthe Bonds the Indenture shall be inepealable, but shall be subject to 
modifications to the extent and in the manner provided in the Indenture, but to no greater extent and in no other 
manner. 

Future Contracts. Nothing contained in the Indenture shall be deemed to restrict or prohibit the 
District from making confracts or creating bonded or other indebtedness payable from a pledge of the Net 
Taxes which is subordinate to the pledge under the Indenture, or which is payable from the general fimd ofthe 
District or from taxes or any source other than the Net Taxes and other amounts pledged under the Indenture. 

Further Assurances. The Disfrict will adopt, make, execute and deliver any and all such fiirther 
resolutions, instruments and assurances as may be reasonably necessaty or proper to cany out the intention or 
to facilitate the performance ofthe Indenture, and for the better assuring and confirming unto the Owners of 
the Bonds or any Parity Bonds the rights and benefits provided in the Indenture. 

Severability. If any covenant, agreement or provision, or any portion thereof, contained in the 
Indenture, or the application thereof to any person or circumstance, is held to be unconstitutional, invalid or 
unenforceable, the remainder of the Indenture and the application of any such covenant, agreement or 
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provision, or portion thereof, to other persons or circumstances, shall be deemed severable and shall not be 
affected thereby, and the Indenture, the Bonds and any Parity Bonds issued pursuant hereto shall remain valid 
and the Bondowners shall retain all valid rights and benefits accorded to them under the laws of the State of 
Califomia. 
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APPENDIX F 

CONTINUING DISCLOSURE AGREEMENT OF THE DISTRICT 

This Continuing Disclosure Agreement dated as of October 1, 2000 (the "Disclosure Agreement") is 
executed and delivered by Community Facilities District No. 2 (Santaluz) Improvement Area No. 1 (the 
"Issuer"), Union Bank of Califomia, N.A. as Trustee (the "Trustee") and as dissemination agent (the 
"Dissemination Agent"), in connection with the issuance and delivety by the Issuer of its $56,020,000 
Improvement Area No. 1 Special Tax Bonds, Series A of 2000 (the "Bonds"). The Bonds are being issued 
pursuant to a Bond Indenture, dated as of October 1, 2000 (the "Bond Indenture"), by and between the Issuer 
and the Trustee. The Issuer, the Tmstee and the Dissemination Agent covenant as follows: 

SECTION 1. Puroose ofthe Disclosure Agreement. This Disclosure Agreement is being executed 
and delivered by the Issuer, the Tmstee and the Dissemination Agent, for the benefit of the Owners and 
Beneficial Owners of the Bonds and in order to assist the Participating Underwriters in complying with the 
Rule. 

SECTION 2. Definitions. In addition to the definitions set fortii in the Bond Indenture, which 
apply to any capitalized term used in this Disclosure Agreement unless otherwise defined in this Section, the 
following capitalized terms shall have the following meanings: 

"Annual Report" shall mean any Annual Report provided by the Issuer pursuant to, and as described 
in. Sections 3 and 4 of this Disclosure Agreement. 

"Beneficid Owner" shall mean any person which (a) has the power, directly or indirectly, to vote or 
consent with respect to, or to dispose of ownership of, any Bonds (including persons holding Bonds through 
nominees, depositories or other intermediaries), or (b) is treated as the owner of any Bonds for federal income 
purposes. 

"Disclosure Representative" shall mean the City Manager of the Issuer or the Deputy City Manager, 
or their designee, or such other officer or employee as the Issuer shall designate in writing to the Dissemination 
Agent from time to time. 

"Dissemination Agent" shdl mean, initidly. Union Bank of Cdifomia, N.A. acting in its capacity as 
Dissemination Agent hereunder, or any successor Dissemination Agent designated in writing by the Issuer and 
which has filed with the then cunent Dissemination Agent a written acceptance of such designation. 

"Listed Events" shdl mean any ofthe events listed in Section 5(a) of this Disclosure Agreement. 

"National RepositOty" shdl mean any Nationally Recognized Municipd Securities Information 
Repositoty for purposes ofthe Rule. 

"Officid Statement" shall mean tiie Official Statement dated October 18, 2000 relating to the Bonds. 

"Participating Underwriters" shall mean the origind Underwriters of the Bonds required to comply 
with the Rule in connection with offering of the Bonds, which is PaineWebber Incorporated, Morgan Stanley 
Dean Witter and E. J. De La Rosa & Co., Inc. 

"RepositOty" shall mean each National Repositoty and each State Repositoty. 
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"Rule" shdl mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange Commission under the 
Securities Exchange Act of 1934, as the same may be amended from time to time. 

"State Repositoty" shdl mean any public or private repositoty or entity designated by the State of 
Cdifomia as a state repositoty for the purpose of the Rule and recognized as such by the Securities and 
Exchange Commission. As ofthe date of this Disclosure Agreement, there is no State Repositoty. 

"Tax-exempt" shdl mean that interest on the Bonds is excluded from gross income for federd income 
tax purposes, whether or not such interest is includable as an item of tax preferences or otherwise includable 
directiy or indirectiy for purposes of cdculating any other tax liability, including any dtemative minimum tax 
or environmentd tax. 

SECTION 3. Provision of Annud Reports. 

(a) The Issuer shdl, or shdl cause the Dissemination Agent by written direction to such 
Dissemination Agent to, not later than April 1 after the end ofthe Issuer's fiscd year (which currentiy ends on 
June 30)i commencing with the report due on April 1, 2001, provide to eaich Repositoty, the Tmstee (if the 
Tmstee is not the Dissemination Agent) and the Participating Underwriters an Annual Report which is 
consistent with the requirements of Section 4 of this Disclosure Agreement. The Annual Report may be 
submitted as a single document or as separate documents comprising a package, and may include by reference 
other information as provided in Section 4 of this Disclosure Agrieement; provided that the audited financid 
statements ofthe Issuer may be submitted separately from and later than the bdance ofthe Annud Report if 
they are not avdiable by the date required above for the filing ofthe Annual Report. 

An Annud Report shdl be provided at least annually notwithstanding any fiscd year longer 
than 12 cdendar months. The Issuer's fiscd year is cunently effective fix)m July 1 to the immediately 
succeeding June 30 ofthe following year. The Issuer will promptly notify each Repositoty or the Municipal 
Securities Rulemaking Board and, in either case, the Tmstee and the Dissemination Agent of a change in the 
fiscal year dates. 

(b) Not later than fifteen (15) Business Days prior to the date specified in subsection (a) for 
providing the Annud Report to Repositories, the Issuer shdl provide the Annual Report to the Dissemination 
Agent and the Tmstee (if the Trustee is not the Dissemination Agent). If by fifteen (15) Business Days prior to 
such date the Tmstee has not received a copy ofthe Annud Report, the Trustee shdl contact the Issuer and the 
Dissemination Agent to determine if the Issuer is in compliance with subsection (a). The Issuer shdl provide a 
written certification with each Annual Report fiimished to the Dissemination Agent and the Trustee to the 
effect that such Annud Report constitutes the Annual Report required to be fiimished by it hereunder. The 
Dissemination Agent and Trustee may conclusively rely upon such certification ofthe Issuer and shall have no 
duty or obligation to review such Annual Report. 

(c) If the Dissemination Agent is unable to verify that an Annual Report has been provided to 
Repositories by the date required in subsection (a), the Dissemination Agent shall send a notice to each 
Repositoty, in substantidly the form attached as Exhibit A. 

(d) The Dissemination Agent shdl: 

(i) . determine each year prior to the date for providing the Annud Report the name and 
address of each Nationd Repositoty and each State Repositoty, if any; and 

(ii) promptiy after receipt of the Annual Report, file a report with the Issuer and (if the 
Dissemination Agent is not the Tmstee) the Tmstee certifying that the Annual Report has been 
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provided pursuant to this Disclosure Agreement, stating the date it was provided and listing all the 
Repositories and other parties to which it was provided. 

SECTION 4. Content of Annual Report. The Issuer's Annud Report shdl contdn or include by 
reference: 

(a) Financid Statements. The audited financial statements ofthe Issuer for the most recent fiscal 
year of the Issuer then ended. If the Issuer prepares audited financial statements and if the audited financid 
statements are not avdiable by the time the Annud Report is required to be filed, the Annud Report shdl 
contain any unaudited financial statements ofthe Issuer in a format similar to the financid statements, and the 
audited financid statements shdl be filed in the same manner as the Annud Report when they become 
avdiable. Audited financial statements ofthe Issuer shall be audited by such auditor as shdl then be required 
or permitted by State law or the Bond Indenture. Audited financid statements, if prepared by the Issuer, shdl 
be prepared in accordance with generdly accepted accounting principles as prescribed for govemmentd units 
by the Govemmentai Accounting Standards Board; provided, however, that the Issuer may from time to time, 
if required by federal or state legd requirements, modify the basis upon which its financial statements are 
prepared. In the event that the Issuer shdl modify the basis upon which its financial statements are prepared, 
the Issuer shdl provide the information referenced in Section 8(d) below. 

(b) Financial and Operating Data. The Annud Report shdl contdn or incorporate by reference 
the following information: 

(i) the principd amount of Bonds outstanding as ofthe September 2 preceding the filing 
ofthe Annud Report; 

(ii) the bdance in each fimd under the Bond Indenture as of the September 2 preceding 
the filing ofthe Annual Report; 

(iii) a list of the public improvements in Table 1 in the Officid Statement which have 
been acquired by the City with proceeds ofthe Bonds; 

(iv) any changes to the Rate and Method of Apportionment of the Special Taxes 
approved or submitted to the qudified electors for approval prior to the filing ofthe Annud Report 
and a summaty of the facts related to the collection of any Backup Specid Tax and a description of 
any parcels for which the Special Taxes have been prepdd, including the amount prepaid, since the 
date of the last Annual Report; 

(v) a table setting forth the estimated assessed vdue-to-lien ratios for Developed 
Property as a group and for each owner of Undeveloped Property based upon the most recent Special 
Tax levy preceding the date ofthe Annud Report, the most recent assessed values ofthe property and 
the principal amoimt ofthe Bonds and any other land, secured debt dlocable to parcels within the 
District; 

(vi) a table including a list of all taxpayers within the District which own property in the 
District upon which 5% or more ofthe total Special Taxes for the cunent fiscal year have been levied, 
and a statement as to whether any of such taxpayers is delinquent in the payment of Special Taxes; 

(vii) any event known to the Issuer which reduces the, number of residential units 
permitted to be constmcted within the District or which results in a moratorium on future building 
within the District; 
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(viii) a table setting forth for the five most recent fiscd years in which Special Taxes were 
levied, the amount of Specid Taxes levied in each fiscd year and the percentage delinquent as of June 
30 of such fiscal year and as ofthe date ofthe Annual Report, and a description ofthe status of any 
foreclosure actions being pursued by the Issuer with respect to delinquent Specid Taxes; 

(ix) the date of issuance and the principd amount of any Parity Bonds and a copy of any 
apprdsd delivered in connection with such issuance; 

(x) the date of release and amount released from the Escrow Fund and a copy of any 
appraisd delivered in connection with such release; 

(xi) in the Annud Report due on April 1, 2001, a copy ofthe Oriiginal Report and any 
Updated Report submitted under Section D.l and Section D.2, respectively, ofthe Rate and Method of 
Apportionment of Specid Taxes for the District and in each Annud Report thereafter, a copy of any 
additiond Updated Reports not included in a previous Annual Report; and 

(xii) any information not dready included under (i) through (viii) above that the Issuer is 
required to file in its annud report to the Califomia Debt and Investment Advisoty Commission 
pursuant to the provisions ofthe Mello-Roos Community Facilities Act of 1982, as amended. 

(c) Any or all of the items listed in (a) or (b) above may be included by specific reference to 
other documents, including officid statements of debt issues ofthe Issuer or related public entities, which have 
been submitted to each of the Repositories or the Securities and Exchange Commission. If the document 
included by reference is a find officid statement, it must be avdiable from the Municipal Securities 
Rulemaking Board. The Issuer shall clearly identify each such other document so included by reference. 

SECTION 5. Reporting of Significant Events. 

(a) Pursuant to the provisions of this Section 5, the Issuer shall give, or cause to be given, notice 
ofthe occunence of any ofthe following events with respect to the Bonds, if material: 

(i) principal and interest payment delinquencies; 

(ii) an event of defauh under the Bond Indenture other than as described in (i) above; 

(iii) unscheduled draws on the Reserve Account reflecting financial difficulties; 

(iv) unscheduled draws on any credit enhancements securing the Bonds reflecting 
financid difficulties; 

(v) any change in the provider of any letter of credit or any municipd bond insurance 
policy securing the Bonds or any failure by the providers of such letters of credit or municipal bond 
insurance policies to perform on the letter of credit or municipd bond insurance policy; 

(vi) adverse tax opinions or events adversely affecting the tax-exempt status of the 
Bonds; 

(vii) modifications to the rights of Bond Owners; 

(viii) unscheduled redemption of any Bond; 

(ix) defeasances; 
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(x) any release, substitution, or sde of property securing repayment ofthe Bonds; and 

(xi) rating changes. 

(b) The Trustee shdl, promptly upon obtdning actud knowledge ofthe occurrence of any ofthe 
Listed Events, contact the Issuer pursuant to the Bond Indenture, inform such person ofthe event, and request 
that the Issuer promptly notify the Dissemination Agent in writing whether or not to report the event pursuant 
to subsection (f). For purposes of this Disclosure Agreement, "actud knowledge" ofthe occurrence of such 
Listed Events shdl mean actual knowledge by the officer at the corporate trust office of the Tmstee with 
regular responsibility for the administration of matters related to the Bond Indenture. 

(c) Whenever the Issuer obtdns knowledge ofthe occurrence of a Listed Event, whether because 
of a notice from the Trustee pursuant to subsection (b) or otherwise, the Issuer shall as soon as possible 
determine if such event would be materid under applicable federal securities laws. 

(d) If the Issuer has determined that knowledge of the occunence of a Listed Event would be 
material under applicable federal securities laws, the Issuer shall promptly notify the Dissemination Agent in 
writing. Such notice shdl instmct the Dissemination Agent to report the occunence pursuant to subsection (f). 

(e) If in response to a request under subsection (b), the Issuer determines that the Listed Event 
would not be material under applicable federd securities laws, the Issuer shdl so notify the Dissemination 
Agent in writing and instmct the Dissemination Agent not to report the occunence pursuant to subsection (f). 

(f) If the Dissemination Agent has been instmcted by the Issuer to report the occunence of a 
Listed Event, the Dissemination Agent shdl file a notice of such occunence with (i) the Municipal Securities 
Rulemaking Board or (ii)each Nationd Repositoty, and in either case, to each State Repositoty. 
Notwithstanding the foregoing, notice of Listed Events described in subsections (a)(iv) and (v) need not be 
given under this subsection any earlier than the notice (if any) of the underlying event is given to Owners of 
affected Bonds pursuant to the Bond Indenture. In each case of the Listed Event, the Dissemination Agent 
shdl not be obligated to file a notice as required in this subsection (f) prior to the occurrence of such Listed 
Event. 

(g) The Issuer hereby agrees that the undertaking set forth in this Disclosure Agreement is the 
responsibility of the Issuer and tiiat the Tmstee or the Dissemination Agent shdl not be responsible for 
determining whether the Issuer's instmctions to the Dissemination Agent under this Section 5 comply with the 
requirements ofthe Rule. 

SECTION 6. Termination of Reporting Obligation. The obligation ofthe Issuer, the Trustee and 
the Dissemination Agent under this Disclosure Agreement shall terminate upon the legd defeasance, prior 
redemption or payment in fiill of dl ofthe Bonds. If such termination occurs prior to the final maturity ofthe 
Bonds, the Issuer shdl give notice of such termination in the same manner as for a Listed Event under 
Section 5. 

SECTION 7. Dissemination Agent. The Issuer may, from time to time, appoint or engage a 
Dissemination Agent to assist it in canying out its obligations under this Disclosure Agreement, and may 
discharge any such Dissemination Agent, with or without appointing a successor Dissemination Agent. If at 
any time there is not any other designated Dissemination Agent, the Tmstee shdl be the Dissemination Agent. 
The Dissemination Agent may resign by providing (i) thirty days written notice to the Issuer and the Trustee (if 
the Trustee is other than the Dissemination Agent) and (ii) upon appointment of a new Dissemination Agent 
hereunder. 
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SECTION 8. Amendment, (a) This Disclosure Amendment may be amended, by written 
agreement of the parties, without the consent of the Owners, if all of the following conditions are satisfied: 
(i) such amendment is made in connection with a change in circumstances that arises from a change in legal 
(including regulatoty) requirements, a change in law (including mles or regulations) or in interpretations 
thereof, or a change in the identity, nature or status of the Issuer or the type of business conducted thereby; 
(ii) this Disclosure Agreement as so amended would have complied with the requirements ofthe Rule as ofthe 
date of this Disclosure Agreement, after taking into accoimt any amendments or interpretations ofthe Rule, as 
well as any change in circumstances; (iii) the Issuer shdl have delivered to the Trustee an opinion of a 
nationdly recognized bond counsel or counsel expert in federal securities laws, addressed to the Issuer and the 
Tmstee, to the same effect as set forth in clause (ii) above; (iv)the Issuer shdl have delivered to the 
Dissemination Agent an opinion of nationdly recognized bond counsel or counsel expert in federd securities 
laws, addressed to the Issuer, to the effect that the amendment does not materidly impdr the interests of the 
Owners or Beneficial Owners; and (v) the Issuer shall have delivered copies of such opinion and amendment to 
each Repositoty. 

(b) This Disclosure Agreement may be amended, by written agreement of the parties, upon 
obtaining consent of Owners in the same manner as provided in tiie Bond Indenture for amendments to the 
Bond Indenture with the consent ofthe Owners ofthe Bonds, provided that the conditions set forth in Section 
8(a)(i), (ii), (iii) and (iv) have been satisfied. 

(c) To the extent any amendment to this Disclosure Agreement results in a change in the type of 
financid information or operating data provided pursuant to this Disclosure Agreement, the first Annud 
Report provided thereafter shall include a narrative explanation of the reasons for the amendment and the 
impact ofthe change. 

(d) If an amendment is made to the basis on which financial statements are prepeu^d, the Annual 
Report for the year in which the change is made shall present a comparison between the financial statements or 
information prepared on the basis of the new accounting principles and those prepared on the basis of the 
former accounting principles. Such comparison shall include a quantitative and, to the extent reasonably 
feasible, qualitative discussion ofthe differences in the accounting principles and the impact ofthe change in 
the accounting principles on the presentation ofthe financial information. 

SECTION 9. Additiond Information. Nothing in this Disclosure Agreement shall be deemed to 
prevent the Issuer from disseminating any otiier information, using the means of dissemination set forth in this 
Disclosure Agreement or any other means of communication, or including any other information in any 
Annual Report or notice of occunence of a Listed Event, in addition to that which is required by this 
Disclosure Agreement. If the Issuer chooses to include any information in any Annud Report or notice of 
occunence of a Listed Event in addition to that which is specifically required by this Disclosure Agreement, 
the Issuer shall have no obligation under this Agreement to update such information or include it in any future 
Annud Report or notice if occunence of a Listed Event. 

The Issuer acknowledges and understands that other state and federal laws, including but not limited 
to the Securities Act of 1933 and Rule lOb-5 promulgated under the Securities Exchange Act of 1934, may 
apply to the Issuer, and that under some circumstances compliance with this Disclosure Agreement, without 
additiond disclosures or other action, may not fiilly discharge dl duties and obligations of the Issuer under 
such laws. 

SECTION 10. Default. In the event of a failure ofthe Issuer or the Dissemination Agent to comply 
with any provision of this Disclosure Agreement, any Owner or Beneficid Owner ofthe Bonds may take such 
actions as may be necessaty and appropriate, including seeking mandate or specific performance by court 
order, to cause the Issuer to comply with its obligations under this Disclosure Agreement. A defauh under this 
Disclosure Agreement shall not be deemed an Event of Defauh under the Bond Indenture, and the sole remedy 
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under this Disclosure Agreement in the event of any fdlure of the Issuer or the Trustee to comply with this 
Disclosure Agreement shdl be an action to compel performance. 

SECTION 11. Duties. Immunities and Liabilities of Tmstee and Dissemination Agent. Article VII 
ofthe Bond Indenture is hereby made applicable to this Disclosure Agreement as if this Disclosure Agreement 
were (solely for this purpose) contdned in the Bond Indenture and the Dissemination Agent and the Trustee 
shall be entitled to tiie same protections, limitations from liability and indemnification hereunder as are 
afforded the Trustee thereunder. The Dissemination Agent and the Trustee shall have only such duties as are 
specificdly set forth in this Disclosure Agreement, and the Issuer agrees to indemnify and save the 
Dissemination Agent and the Tmstee and their respective officers, directors, employees and agents, harmless 
agdnst any loss, expense and liabilities which they may incur arising out of or in the exercise or performance 
of their powers and duties hereunder, including the costs and expenses (including attomeys fees) of defending 
agdnst any cldm of liability, but excluding liabilities due to the Dissemination Agent's or the Trustee's 
respective negligence or willfiil misconduct. The Dissemination Agent shdl be paid compensation by the 
Issuer for its services provided hereunder in accordance with its schedule of fees as amended from time to time 
and dl expenses, legal fees and advances made or incuned by the Dissemination Agent in the performance of 
its duties hereunder. The Dissemination Agent and the Trustee shdl have no duty or obligation to review any 
information provided to them hereunder. The obligations of the Issuer under this Section shall survive 
resignation or removal of the Dissemination Agent and Tmstee and payment of the Bonds. No person shdl 
have any right to commence any action agdnst the Trustee or the Dissemination Agent seeking any remedy 
other than to compel specific performance of this Disclosure Agreement. The Dissemination Agent and the 
Trustee shall not be liable under any circumstances for monetaty damages to any person for any breach under 
this Disclosure Agreement. 

SECTION 12. Beneficiaries. This Disclosure Agreement shall inure solely to the benefit of the 
Issuer, the Trustee, the Dissemination Agent, the Participating Underwriters and Owners and Beneficid 
Owners from time to time ofthe Bonds, andshall create no rights in any other person or entity. 

SECTION 13. Notices. Notices should be sent in writing to the following addresses. The following 
information may be conclusively relied upon until changed in writing. 

Disclosure Representative: 

Dissemination Agent: 

Deputy City Manager 
City of San Diego 
Financid, Organization Development and Man^ement Services 
202 C Sti-eet, MS 9B 
San Diego, CA 92101 

Union Bank of Califomia, N.A. 
120 S. San Pedro Sfreet, Suite 400 
Los Angeles, CA 90012 

Trustee: Union Bank of Cdifomia, N.A. 
120 S. San Pedro Sfreet, Suite 400 
Los Angeles, CA 90012 
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Participating Underwriters: PdneWebber Incorporated 
725 Soutii Figueroa Sfreet, 41 st Floor 
Los Angeles, CA 90017 

Morgan Stanley Dean Witter 
555 Califomia Sfreet, Suite 2200 
San Francisco, CA 94104 

B. J. De la Rosa & Co., hic. 
706 Mission, Suite 502 
San Francisco, CA 94103 

SECTION 14. Counterparts. This Disclosure Agreement may be executed in severd counterparts, 
each of which shdl be an origind and all of which shall constitute but one and the same instmment. 

COMMUNITY FACILITIES DISTRICT NO. 2 
(SANTALUZ) 

By: 

UNION BANK OF CALIFORNIA, N.A. as Tmstee and 
Dissemination Agent 

By: 
Authorized Officer 
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EXHIBIT A 

NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT 

Name of Issuer: Community Facilities District No. 2 (Santaluz) 

Name of Bond Issue: Community Facilities District No. 2 (Santduz) Improvement Area No. 1 Special Tax 
Bonds Series A of 2000 

Date of Issuance: November 2,2000 

NOTICE IS HEREBY GIVEN tiiat Community Facilities Distiict No. 2 (Santduz) (tiie "Distiict"), 
located in the City of San Diego, Cdifomia, has not provided an Annual Report with respect to the above-
named Bonds as required by Section 3 ofthe Continuing Disclosure Agreement, dated as of October 1, 2000, 
by and between the District and Union Bank of Cdifomia, N.A. as Trustee and Dissemination Agent. [The 
District anticipates that the Annud Report will be filed by .] 

Dated: 

Union Bank of California, N.A. as Dissemination Agent 

cc: City of San Diego 
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APPENDIX G 

CONTINUING DISCLOSURE AGREEMENT OF THE DEVELOPER 

This Continuing Disclosure Agreement (the "Disclosure Agreement") dated as of October 1, 2000 is 
executed and delivered by Santduz LLC, a Delaware limited liability company (the "Landowner"), and Union 
Bank of Cdifomia, N.A. as tmstee (the "Tmstee") and as dissemination agent (the "Dissemination Agent"), in 
connection with the execution and delivety by Community Facilities District No. 2 (Santaluz) (the "District") 
of $56,020,000 aggregate principal amount of its Community Facilities District No. 2 (Santaluz) Improvement 
Area No. 1 Special Tax Bonds Series A of 2000 (the "Bonds"). The Bonds are being executed and delivered 
pursuant to a Bond Indenture dated as of October 1, 2000 by and between the District and Union Bank of 
Cdifomia, N.A. as Trustee (the "Indenture"). 

SECTION I. Purpose ofthe Disclosure Agreement. This Disclosure Agreement is being executed 
and delivered by the Landowner for the benefit of the Bondowners and Beneficial Owners and in order to 
assist the Participating Underwriters in complying with S.E.C. Rule 15c2-12(b)(5). Pursuant to this Disclosure 
Agreement, the Landowner agrees to provide the information required to be provided by the Landowner 
hereunder at the time and in the manner required hereunder and as otherwise required to comply with the Rule 
as specified in a written opinion of counsel to the Underwriters or a nationdly recognized bond counsel. This 
Disclosure Agreement does not address additiond undertakings, if any, by or with respect to persons other 
than the Landowner who may be considered obligated persons for purposes of the Rule, which additiond 
undertakings, if any, may be required for the Participating Underwriters to comply with the Rule. 

SECTION 2. Definitions. In addition to the definitions set forth in the Agreement, which apply to 
any capitdized term used in this Disclosure Agreement unless otherwise defined in this Section, the following 
capitalized terms shdl have the following meanings: 

"Affiliate" shall mean, with respect to any Person, (a) each Person that, directly or indirectly, owns or 
controls, whether beneficidly or as an agent, guardian or other fiduciaty, twenty-five percent (25%) or more of 
any class of Equity Securities of such Person, (b) each Person that controls, is controlled by or is under 
common control with such Person or any Affiliate of such Person or (c) each of such Person's executive 
officers, directors, joint venturers and general parmers; provided, however, that in no case shall the District be 
deemed to be an Affiliate ofthe Landowner for purposes of this Agreement. For the purpose of this definition, 
"control" of a Person shdl mean the possession, directly or indirectiy, of the power to direct or cause the 
direction of its management or policies, whether through the ownership of voting securities^ by contract or 
otherwise. DMB Realco LLC and Taylor Woodrow Homes, Inc. are Affiliates of Santduz, LLC for purposes 
of this Disclosure Agreement. 

"Aimud Report" shdl mean any Annual Report provided by the Landowner on or prior to March 1 of 
each year pursuant to, and as described in. Sections 3 and 4 of this Disclosure Agreement. 

"Beneficid Owner" shall mean any person which has or shares the power, directly or indirectly, to 
make investment decisions conceming ownership of the Bonds (including persons holding Bonds through 
nominees, depositories or other intermediaries). 

"Disclosure Representative" shdl mean the Chief Financid Officer or his designee acting on behalf of 
the Landowner, or such other officer or employee as the Landowner shdl designate in writing to the 
Dissemination Agent from time to time. 

"Dissemination Agent" shall mean Union Bank of Califomia, N.A. acting in its capacity as 
Dissemination Agent hereunder, or any successor Dissemination Agent designated in writing by the 
Landowner and which has filed with the Landowner and the City a written acceptance of such designation. 
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"Distiict" shdl mean Community Facilities District No. 2 (Santduz) established by the City of San 
Diego. 

"Equity Securities" of any Person shall mean (a) all common stock, prefened stock, participations, 
shares, generd partnership interests or other equity interests in and of such person (regardless of how 
designated and whether or not voting or non-voting) and (b) dl warrants, options and other rights to acquire 
any ofthe foregoing. 

"Fiscal Year" shdl mean the period beginning on July 1 of each year and ending on the next 
succeeding June 30. 

"Govemment Authority" shdl mean any national, state or locd government, any politicd subdivision 
thereof, any department, agency, authority or bureau of any of the foregoing, or any other Person exercising 
executive, legislative, judicid, regulatoty or administrative fimctions of or pertdning to govemment. 

"Listed Event" shall mean any ofthe events listed in Section 5(a) of this Disclosure Agreement. 

"Nationd Repositoty" shdl mean any Nationally Recognized Municipal Securities Information 
Repositoty for purposes ofthe Rule. 

"Officid Statement" shall mean tiie Official Statement, dated October 18,2000, relating to tiie Bonds. 

"Parity Bonds" shall mean bonds of the District issued under the Agreement that are secured on a 
parity with the Bonds. 

"Participating Underwriters" shdl mean any of the original Underwriters of the Bonds required to 
comply with the Rule in connection with the offering ofthe Bonds. 

"Person" shdl mean any natural person, corporation, partnership, firm, association, Govemment 
Authority or any other Person whether acting in an individud fiduciaty, or other capacity. 

"Repositoty" shdl mean each National Repositoty and the State Repositoty. 

"Rule" shdl mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange Commission under the 
Securities Exchange Act of 1934, as the same may be amended from time to time. 

"Semiannud Report" shdl mean any report to be provided by the Landowner on or prior to September 
1 of each year pursuant to, and as described in. Sections 3 and 4 of this Disclosure Agreement. 

"State" shdl mean the State of Cdifomia. 

"State Repositoty" shdl mean any public or private repositoty or entity designed by the State as a 
state repositoty for the purpose of the Rule and recognized as such by the Securities and Exchange 
Commission. As ofthe date of this Disclosure Agreement, there is no State Repositoty. 

SECTION 3. Provision of Annual Reports. 

(a) The Landowner shall, or upon its receipt of the Annual Report the Dissemination 
Agent shall, not later than March 1 of each year, commencing March 1, 2001, provide to each 
Repositoty, the Participating Underwriters and the District an Annual Report which is consistent with 
the requirements of Section 4 of this Disclosure Agreement. The Annual Report may be submitted as 
a single document or as separate documents comprising a package, and may include by reference 
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other information as provided in Section 4 of this Disclosure^ Agreement provided that the audited 
financid statements, if any, of the Laiidowner may be submitted separately from the bdance of the 
Annud Report and later tiian the date required for the filing of the Aimual Report if they are not 
avdiable by that date. In addition, the Landowner shdl, or upon its receipt ofthe Semiannud Report 
the Dissemination Agent shall, not later than September 1 of each year, commencing September I, 
2001, provide to each Repositoty, the Participating Underwriters and the District a Semiannual Report 
which is consistent with the requirements of Section 4 of this Disclosure Agreement. 

(b) Not later than fifteen (15) Business Days prior to the date specified in subsection (a) 
for providing the Annud Report and Semiannud Report to Repositories, the Landowner shdl provide 
the Annual Report or the Semiannud Report, as applicable, to the Dissemination Agent or shdl 
provide notification to the Dissemination Agent that the Landowner is preparing, or causing to be 
prepared, the Annud Report or the Semiannud Report, as applicable, and the date which the Annual 
Report or the Semiannud Report, as applicable, is expected to be avdiable. If by such date, the 
Dissemination Agent has not received a copy of the Annud Report or the Semiannud Report, as 
applicable, or notification as described m the preceding sentence, the Dissemination Agent shdl 
contact the Landowner to determine if the Landowner is in compliance with the requirements of this 
subsection (b). 

(c) If the Dissemination Agent is unable to provide an Annual Report or Semiannual 
Report to Repositories by the date required in subsection (a) or to verify that an Annual Report or 
Semiannud Report has been provided to Repositories by the date required in subsection (a), the 
Dissemination Agent shall send a notice to each Repositoty in substantially the form attached as 
Exhibit A. 

(d) The Dissemination Agent shdl: 

(i) determine each year prior to the date for providing the Annud Report and 
the Semiannual Report the name and address of each Nationd Repositoty and the State 
Repositoty, if any; and 

(ii) file a report with the Landowner and the City certifying that the Annud 
Report or the Semiannud Report, as applicable, has been provided pursuant to this Disclosure 
Agreement, stating the date it was provided and listing all the Repositories to which it was 
provided. 

SECTION 4. Content of Annud Report and Semiannual Report. 

(a) The Landowner's Annud Report and Semiannual Report shall contain or include by 
reference the information which is available as of the date of the filing of the Annud Report or the 
Semiannud Report, as applicable, relating to the following: 

(i) An update to portions of the section in the Officid Statement entitied 
"SPECIAL RISK FACTORS - Metiiane Gas" and "THE DEVELOPMENT AND 
PROPERTY OWNERSHIP" (other tiian under the subcaptions "- Generd Description of 
Santduz," "- The Developer," "- Status of Entitiement Approvals," "- Appraisal" and "-
Market Absorption Analysis"), including an update of Table 6 therein and a discussion ofthe 
sources of funds to finance development of property owned by the Landowner and its 
Affiliates within the District, and whether any material defaults exist under any loan 
anangement related to such financing. 
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(ii) A summaty of development activity within the District, including the 
number of parcels for which building permits have been issued and the square footage of 
improvements listed thereon, and as to property owned by the Landowner and its Affiliates, 
the number of parcels for which land sdes have closed, including the amount of land in each 
transaction, the sdes price, and in the case of a purchase of a parcel by an entity other than 
the purchaser of a residentid unit or a Custom Lot for its own use, the name ofthe purchaser 
of the parcel. 

(iii) Status of any major govemmentdly-imposed preconditions for 
commencement or continuation of development ofthe parcels within the District. 

(iv) Status of completion of the development being undertaken by the 
Landowner and its Affiliates and any major legislative, administrative and judicial chdlenges 
known to the Landowner to or affecting the constmction of the development or the time for 
constmction of any public or private improvements to be made by the Landowner or any 
Affiliate within the District other than the public improvements described in (5) below (the 
"Landowner Improvements"). 

(v) Status of completion of the public improvements to be constmcted with 
proceeds ofthe Bonds (the "District Improvements"), including an update of Table 1 in the 
Officid Statement and a description of any major legislative, administrative and judicial 
challenges known to the Landowner to or affecting the constmction of the Disfrict 
Improvements. 

(vi) Any significant amendments to land use entitiements with respect to parcels 
within the District that are known to the Landowner. 

(vii) Status of Special Tax payments on all parcels owned by the Landowner and 
its Affiliates. 

(viii) In the Annud Report only, the audited financial statements of the 
Landowner, if any, for most recently completed fiscal year (which cunentiy ends on each 
December 31), prepared in accordance with generdly accepted accounting principles as 
promulgated to apply to private entities from time to time by the Financial Accounting 
Standards Board. If the Landowner has audited financial statements prepared and the audited 
financial statements are not avdiable by the time the Annual Report is required to be filed 
pursuant to Section 3(a), the Annual Report shall contdn unaudited financial statements in a 
format similar to the financial statements for the preceding year, and the audited financid 
statements shall be filed in the same manner as the Annual Report when they become 
avdiable. 

(b) In the event that as a result of subsequent amendment of the Rule, interpretive 
releases, no-action letters or other official guidance from the Securities and Exchange Commission or 
its staff, the information required to satisfy the Rule shdl differ from the information described above, 
the Landowner shall provide to the Dissemination Agent such other information as is avdiable to the 
Landowner and not otherwise readily available to the District. 

(c) Any and all ofthe items listed above may be included by,specific reference to other 
documents, including official statements of debt issues which have been submitted to each of the 
Repositories or the Securities and Exchange Commission. If the document included by reference is a 
final officid statement, it must be available from the Municipal Securities Rulemaking Board. The 
Landowner shall clearly identify each such other document so included by reference. 
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SECTION 5. Reporting of Significant Events. 

(a) Pursuant to the provisions of this Section 5, the Landowner shall give, or cause to be 
given, notice of the occunence of any of the following events with respect to the Bonds, if materid 
under paragraphs (b) and (c): 

i. Fdlure to pay any red property taxes, special taxes or assessments levied 
within the District on a parcel owned by the Landowner or any Affiliate; 

ii. Damage to or destmction of any of the Landowner Improvements or the 
District Improvements which has a materid adverse effect on the value ofthe parcels owned 
by the Landowner or any Affiliate; 

iii. Material default by the Landowner or any Affiliate on any loan with respect 
to the constmction or permanent financing ofthe Landowner Improvements; 

iv. Materid default by the Landowner or any Affiliate on any loan secured by 
property within the District owned by the Landowner or any Affiliate; 

V. Payment default by the Landowner or any Affiliate located in the United 
States on any loan ofthe Landowner or any Affiliate (whether or not such loan is secured by 
property within the District) which is beyond any applicable cure period in such loan; 

vi. The filing of any proceedings with respect to the Landowner or any 
Affiliate, in which the Landowner or any Affiliate, may be adjudicated as bankmpt or 
discharged from any or dl of their respective debts or obligations or granted an extension of 
time to pay debts or a reorganization or readjustment of debts; and 

vii. The filing of any lawsuit agdnst the Landowner or any of its Affiliates 
located in the United States which, in the reasonable judgment of the Landowner, will 
adversely affect the completion ofthe District Improvements, the Landowner Improvements 
or the development of parcels owned by the Landowner or its Affiliates within the District, or 
litigation which if decided against the Landowner, or any of its Affiliates, in the reasonable 
judgment ofthe Landowner, would materidly adversely affect the financid condhion ofthe 
Landowner or its Affiliates. 

(b) Whenever the Landowner obtains knowledge ofthe occunence of a Listed Event, the 
Landowner shall as soon as possible determine if such event would be material under applicable 
federal securities laws. 

(c) If the Landowner determines that knowledge of the occunence of a Listed Event 
would be material under applicable federal securities laws, the Landowner shall promptiy file a notice 
of such occunence with the Dissemination Agent which shall then distribute such notice to the 
Municipd Securities Rulemaking Board and each State Repositoty, with a copy to the City. 

(d) The Landowner shall also give notice immediately upon the occunence of any of the 
following events (to the extent the Landowner has actual knowledge thereof) in accordance with the 
procedures set forth in (c) above: (i) a sale or transfer of dl or substantidly dl ofthe Landowner's 
assets, (ii) a change in the identity of the managing member of the Landowner, and (iii) the date on 
which the District approved the release of fimds in the Acquisition and Constmction Fund and an 
updated copy of Table 6 in the Official Statement prepared in connection with such release. 
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SECTION 6. Termination of Reporting Obligation. The Landowner's obligations under this 
Disclosure Agreement shdl terminate upon the earliest ofthe following events: 

(a) the legd defeasance, prior redemption or payment in fiill of dl ofthe Bonds, 

(b) if as of the date for filing the Annud Report the Landowner and its Affiliates own 
property within the District which is responsible for less than twenty percent (20%) of the Special 
Taxes levied in the Fiscd Year for which the Annud Report is being prepared, and not less than 95% 
ofthe Landovmer Improvements and any District Improvements to be constmcted by the Landowner 
have been completed, or 

(c) upon the delivety by the Landowner to the District of an opinion of nationally 
recognized bond counsel to the effect that the information required by this Disclosure Agreement is no 
longer required. Such opinion shdl be based on information publicly provided by the Securities and 
Exchange Commission or a private letter mling obtdned by the Landowner or a private letter mling 
obtdned by a similar entity to the Landowner. If such termination occurs prior to tiie find maturity of 
the Bonds, the Landowner shdl give notice of such termination in the same manner as for an Annual 
Report hereunder. 

SECTION 7. Dissemination Agent. The Landowner may from time to time, appoint or engage a 
Dissemination Agent to assist it in canying out its obligations under this Disclosure Agreement, and may 
discharge any such Dissemination Agent, with or without appointing a successor Dissemination Agent. If the 
Dissemination Agent is not the Landowner, the Dissemination Agent shall not be responsible in any manner 
for the content of any notice or report prepared by the Landowner pursuant to this Disclosure Agreement. 

SECTION 8. Amendment: Waiver. Notwithstanding any other provision of this Disclosure 
Agreement, the Landowner may amend this Disclosure Agreement, and any provision of this Disclosure 
Agreement may be wdved, provided that the following conditions are satisfied: 

(a) If the amendment or wdver relates to the provisions of Sections 3(a), 4 or 5, it may 
only be made in connection with a change in circumstances that arises from a change in legal 
requirements, change in law, or change in the identity, nature or status of an obligated person with 
respect to the Bonds, or the type of business conducted; 

(b) This Disclosure Agreement, as amended or taking into account such wdver, would, 
in the opinion of nationdly recognized bond counsel addressed to the City, the Trustee and the 
Participating Underwriters, have complied with the requirements ofthe Rule at the time ofthe original 
issuance ofthe Bonds, after taking into account any amendments or interpretations ofthe Rule, as well 
as any change in circumstances; 

(c) The amendment or waiver either (i) is approved by the Bondowners in the same 
manner as provided in the Agreement for amendments to the Agreement with the consent of 
Bondowners, or (ii) does not, in the opinion of nationdly recognized bond counsel addressed to the 
Authority and the Trustee, materidly impair the interests ofthe Bondowners or Beneficial Owners of 
the Bonds; and 

(d) The Landowner, or the Dissemination Agent, shall have delivered copies of the 
amendment and any opinions delivered under (b) and (c) above. 

In the event of any amendment or waiver of a provision of this Disclosure Agreement, the Landowner 
shall describe such amendment in the next Annual Report or Semiannual Report, and shall include, as 
applicable, a narrative explanation ofthe reason for the amendment or waiver and its impact on the type (or, in 
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the case of a change of accounting principles, on the presentation) of financid information or operating data 
being presented by the Landowner. In addition, if the amendment relates to the accounting principles to be 
followed in preparing financid statements, (i) notice of such change shall be given to the Municipal Securities 
Rulemaking Board, the State Repositoty, if any, and the Repositories; and (ii) the Annual Report for the year 
in which the change is made should present a comparison (in narrative form and dso, if feasible, in 
quantitative form) between the financial statements as prepared on the basis of the new accounting principles 
and those prepared on the basis of the former accounting principles. The comparison of financid data 
described in clause (ii) ofthe preceding sentence shdl be provided at the time financid statements, if any, are 
filed under Section 4(a)(viii) hereof. 

SECTION 9. Additional Information. Nothing in this Disclosure Agreement shdl be deemed to 
prevent the Landowner from disseminating any other information, using the means of dissemination set forth 
in this Disclosure Agreement or any other means of communication, or including any other information in any 
Annud Report or notice of occunence of a Listed Event, in addition to that which is required by this 
Disclosure Agreement. If the Landowner chooses to include any information in any Annud Report or notice 
of occunence of a Listed Event in addition to that which is specifically required by tiiis Disclosure Agreement, 
the Landowner shdl have no obligation under this Disclosure Agreement to update such information or 
include it in any future Annual Report or notice of occunence of a Listed Event. 

The Landowner acknowledges and understands that other state and federal laws, including but not 
limited to the Securities Act of 1933 and Rule lOb-5 promulgated under the Securities Exchange Act of 1934, 
may apply to the Landovmer, and that under some circumstances compliance with this Disclosure Agreement, 
without additiond disclosures or other action, may not fully discharge all duties and obligations of the 
Landowner under such laws. 

SECTION 10. Default. In the event of a failure of the Landowner to comply with any provision of 
this Disclosure Agreement, any Participating Underwriters or any Bondowner or Beneficial Owner of the 
Bonds may, take such actions as may be necessaty and appropriate, including seeking mandate or specific 
performance by court order, to cause the Landowner or the Dissemination Agent to comply with its obligations 
under this Disclosure Agreement; A defauh under this Disclosure Agreement shall not be deemed an Event of 
Default under the Indenture, and the sole remedy under this Disclosure Agreement in the event of any fdlure 
ofthe Landowner to comply with this Disclosure Agreement shall be an action to compel performance. 

SECTION 11. Duties. Immunities and Liabilities of Dissemination Agent. The Dissemination 
Agent shdl have only such duties as are specificdly set forth in this Disclosure Agreement and the Landowner 
agrees to indemnify and save the Dissemination Agent, its officers, directors, employees and agents, harmless 
agdnst any loss, expense and liabilities which they may incur arising out of or in the exercise or performance 
of theirs powers and duties hereunder, including the costs and expenses (including attomeys fees) of defending 
agdnst any claim of liability, but excluding liabilities due to the Dissemination Agent's negligence or willful 
misconduct. The Dissemination Agent shdl not be deemed to be acting in any fiduciaty capacity for the 
Landowner, the Participating Underwriters, Bondowners or Beneficial Owners or any other party. The 
Dissemination Agent may rely and shall be protected in acting or refrdning from acting upon a direction from 
the Landowner or an opinion of nationdly recognized bond counsel. The obligations ofthe Landowner under 
this Section shdl survive resignation or removd of the Dissemination Agent and payment of the Bonds. No 
person shdl have any right to commence any action against the Dissemination Agent seeking any remedy 
other than to compel specific performance of this Disclosure Agreement. 

The Dissemination Agent will not, without the Landowner's prior written consent, settle, compromise 
or consent to the entty of any judgment in any pending or threatened cldm, action or proceeding in respect of 
which indemnification may be sought hereunder unless such settlement, compromise or consent includes an 
unconditional release ofthe Landowner and its controlling persons from all liability arising out of such claim, 
action or proceedings. If a cldm, action or proceeding is settled with the consent ofthe Landowner or if there 
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is a find judgment (other than a stipulated find judgment without the approvd of the Landowner) for the 
pidntiff in any such cldm, action or proceeding, with or without the consent ofthe Landowner, the Landowner 
agrees to indemnify and hold harmless the Dissemination Agent to the extent described herein. 

SECTION 12. Reporting Obligation of Landowner's Transferees: Covenant Running With Land. 
The Landowner shdl, in connection with any sale or transfer of ownership of land within the District to a 
person or entity other than an Affiliate which will resuh in the fransferee (which term shdl include any 
successors and assigns ofthe Landowner) becoming responsible (i) for the payment of more than 20 percent of 
the Specid Taxes levied on property witiiin the Disfrict in the Fiscal Year following such transfer and (ii) for 
the constmction and/or instdlation of some or dl of the Landowner Improvements or the District 
Improvements, cause such fransferee to enter into a disclosure agreement with terms substantially similar to 
the terms of this Disclosure Agreement, whereby such transferee agrees to be bound by the obligations ofthe 
Landowner under this Disclosure Agreement as an additional obligated party. Additiondiy, the Landowner 
shdl, in connection with any sde or transfer of ownership of land within the District to a person or entity other 
than an Affiliate which will resuh in the transferee becoming responsible for the payment of 20 percent or 
more ofthe Specid Taxes levied on property within the District in the Fiscd Year following such transfer, but 
where the fransferee is not responsible for the constmction or installation of some or dl of the Landowner 
Improvements or the District Improvements, cause such fransferee to enter into a disclosure agreement with 
terms substantidly similar to the terms of this Disclosure Agreement, whereby such ti-ansferee agrees to 
provide its audited financial statements, if any, and, as to the property owned by it, the information ofthe type 
described in Section 4(a)(ii), (iii), (vi) and (vii) and Section 5 of this Disclosure Agreement; provided that such 
transferee's obligations under such disclosure agreement shall terminate upon the land owned by the transferee 
becoming responsible for the payment of less than 20 percent of the annual Special Taxes. The Landowner 
agrees that its obligations pursuant to this Disclosure Agreement shdl be a covenant running with the land 
owned by the Landowner within the District such that its obligations pursuant to this Disclosure Agreement 
shall be binding upon dl such transferees described above as though the obligations of the Landowner and 
such transferees were expressly set forth in the grant deeds whereby such transferees obtain title to or an estate 
in such land from the Landowner as provided in Sections 1460 through 1470 ofthe Civil Code ofthe State of 
Califomia. A memorandum regarding the Landowner's obligations under this Disclosure Agreement and of 
the covenant running with the land created hereby shdl be recorded in the Official Records in the office ofthe 
County Recorder ofthe County of San Diego, Califomia. 

SECTION 13. Landowner as Independent Confractor. In performing under this Disclosure 
Agreement, it is understood that the Landowner is an independent contiactor and not an agent ofthe City. 
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SECTION 14. Countemarts. This Disclosure Agreement may be executed in severd counterparts, 
each of which shdl be an origind and dl of which shall constitute but one and the same instrument. 

SECTION 15. Beneficiaries. This Disclosure Agreement shdl inure solely to the benefit of the 
Landowner, the City, the Dissemination Agent, the Participating Underwriters and Bondowners and Beneficial 
Owners from time to time ofthe Bonds, and shdl create no rights in any other person or entity. 

SANTALUZ, LLC, a Delaware Limited Liability Company 

By: Santduz TM LLC 
a Cdifomia limited liability company. Its 
Managing Member 

By: Taylor Woodrow Homes, Inc. 
a Cdifomia corporation 
Its Managing Member 

By: 

Its: 

By: 

Its: 

By: DMB REALCO, LLC, an Arizona limited 
liability company, its member 

By: 

Its: 

UNION BANK OF CALIFORNIA, N.A. as Dissemination 
Agent 

By: 
Authorized Officer 
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EXHIBIT A 

NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT 

Name ofthe Issuer: Community Facilities District No. 2 (Santduz) 

Name of Bond Issue: Community Facilities District No. 2 (Santaluz) Improvement Area No. 1 
Special Tax Bonds Series A of 2000 

Date of Issuance: November 2,2000 

NOTICE IS HEREBY GIVEN tiiat Santduz, LLC has not provided an [Annud Report or Semiannud 
Report] with respect to the above-named Bonds as required by the Continuing Disclosure Agreement of the 
Developer. [The Landowner anticipates that such [Annud Report or Semiannual Report] will be filed not later 
tiian , .] 

Dated: 

Union Bank of California, N.A. as Dissemination Agent 

cc: City of San Diego 
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APPENDIX H 

FORM OF OPINION OF BOND COUNSEL 

October , 2000 

Community Facilities District No. 2 (Santduz) 
San Diego, Cdifomia ^ 

Re: $56,020,000 Community Facilities District No. 2 (Santaluz) Improvement Area No. 
1 Special Tax Bonds Series A of 2000 

Ladies and Gentiemen: 

We have examined the Constitution and the laws ofthe State of Cdifomia, a certified record 
ofthe proceedings ofthe City of San Diego taken in connection with the formation of Community Facilities 
District No. 2 (Santduz) (the "District") and the authorization and issuance ofthe District's Improvement Area 
No. 1 Specid Tax Bonds Series A of 2000 in the aggregate principd amount of $56,020,000 (tiie "Bonds") 
and such other information and documents as we consider necessaty to render this opinion. In rendering this 
opinion, we have relied upon certain representations of fact and certifications made by the District, the initial 
purchasers ofthe Bonds and others. We have not undertaken to verify through independent investigation the 
accuracy ofthe representations and certifications relied upon by us. 

The Bonds have been issued pursuant to the Mello-Roos Community Facilities Act of 1982, 
as amended (comprising Chapter 2.5 of Part 1 of Division 2 of Titie 5 ofthe Govemment Code ofthe State of 
Califomia), and a Bond Indenture dated as of October 1, 2000 (the "Indenture") between the District and 
Union Bank of Cdifomia, N.A. as Trustee (the "Trustee"). All capitdized terms not defined herein shdl have 
the meaning set forth in the Indenture. 

The Bonds are dated their date of delivety and mature on the dates and in the amounts set 
forth in the Indenture. The Bonds bear interest payable semiannudly on each March 1 and September 1, 
commencing on March 1, 2001, at the rates per annum set forth in the Indenture. The Bonds are registered 
Bonds in the form set forth in the Indenture, redeemable in the amounts, at the times and in the manner 
provided for in the Indenture. 

Based upon our examination of the foregoing, and in reliance thereon and on dl matters of 
fact as we deem relevant under the circumstances, and upon consideration of applicable laws, we are of the 
opinion that: 

(1) The Bonds have been duly and vdidly authorized by the District and are legd, valid 
and binding limited obligations ofthe District, enforceable in accordance with their terms and the terms ofthe 
Indenture, except as the same may be limited by bankmptcy, insolvency, reorganization, moratorium, 
fraudulent conveyance and other similar laws affecting creditors' rights generdly, or by the exercise of judicid 
discretion in accordance with generd principles of equity or otherwise in appropriate cases, or by the 
limitations on legd remedies agdnst public agencies in tiie State of California. The Bonds are limited 
obligations of the District but are not a debt of the City of San Diego, the State of Califomia or any other 
political subdivision thereof within the meaning of any constitutiond or statutoty limitation, and, except for 
the Specid Taxes, neither the fdth and credit nor the taxing power of the City of San Diego, the State of 
Cdifomia, or any of its political subdivisions is pledged for the payment thereof. 

(2) The execution and delivety ofthe Indenture has been duly authorized by the District, 
and the Indenture is vdid and binding upon the District and is enforceable in accordance with its terms, except 
to the extent that enforceability may be limited by bankmptcy, insolvency, reorganization, moratorium, 
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fraudulent conveyance and other similar laws affecting creditors' rights generdly, or by the exercise of judicid 
discretion in accordance with generd principles of equity or otherwise in appropriate cases, or by the 
limitations on legal remedies agdnst public agencies in the State of Cdifomia; provided, however, we express 
no opinion as to the enforceability of the covenant of the District contdned in the Indenture to levy Specid 
Taxes for the payment of Administrative Expenses. 

(3) The Indenture creates a vdid pledge of that which the Indenture purports to pledge, 
subject to the provisions of the Indenture, except to the extent that enforceability of the Indenture may be 
limited by bankmptcy, insolvency, reorganization, moratorium, fiaudulent conveyance and other similar laws 
affecting creditors' rights generally, or by the exercise of judicid discretion in accordance with general 
principles of equity or otherwise in appropriate cases, or by the limitations on legd remedies against public 
agencies in the State of Cdifomia. 

(4) Under existing statutes, regulations, mlings and judicid decisions, interest (and 
original issue discount) on the Bonds is excluded from gross income for federd income tax purposes and is not 
an item of tax preference for purposes of cdculating the federd altemative minimum tax imposed on 
individuds and corporations; however, it should be noted that, with respect to corporations, such interest (and 
origind issue discount) will be included as an adjustment in the cdculation of altemative minimum taxable 
income, which may affect the dtemative minimum tax liability of corporations. 

(5) Interest (and original issue discount) on the Bonds is exempt from State of Califomia 
persond income tax. 

(6) The difference between the issue price of a Bond (the first price at which a 
substantial amount of the Bonds of a maturity are to be sold to the public) and the stated redemption price at 
maturity with respect to such Bond constitutes origind issue discount. Original issue discount accmes under a 
constant yield method, and origind issue discount will accme to a Bond owner before receipt of cash 
attributable to such excludable income. The amount of original issue discount deemed received by a Bond 
owner will increase the Bond owner's basis in the applicable Bond. Original issue discount that accmes for the 
Bond owner is excluded from the gross income of such owner for federal income tax purposes, is not an item 
of tax preference for purposes of calculating the federd altemative minimum tax imposed on individuds or 
corporations (as described in paragraph 4 above) and is exempt from State of Califomia personal income tax. 

The opinion expressed in paragraph (4) above as to the exclusion from gross income for 
federd income tax purposes of interest (and original issue discount) on the Bonds is subject to the condition 
that the District complies with dl requirements of the Intemal Revenue Code of 1986, as amended (the 
"Code"), that must be satisfied subsequent to the issuance of the Bonds to assure that such interest (arid 
origind issue discount) will not become includable in gross income for federd income tax purposes. Fdlure to 
comply with such requirements ofthe Code might cause interest (and original issue discount) on the Bonds to 
be included in gross income for federd income tax purposes refroactive to the date of issuance of the Bonds. 
The District has covenanted to comply with all such requirements. Except as set forth in paragraphs (4), (5) 
and (6) above, we express no opinion as to any tax consequences related to the Bonds. 

Certain requirements and procedures contdned or refened to in the Indenture may be 
changed, and certdn actions may be taken, under the circumstances and subject to the terms and conditions set 
forth in the Indenture, upon the advice or with the approving opinion of counsel nationally recognized in the 
area of tax-exempt obligations. We express no opinion as to the exclusion of interest on the Bonds from gross 
income for federal income tax purposes on and after the date on which any such change occurs or action is 
taken upon the advice or approvd of counsel other than Sfradling Yocca Carlson & Rauth, a Professional 
Corporation. 

We are admitted to the practice of law only in the State of Califomia and our opinion is 
limited to matters govemed by the laws of the State of Califomia and federal law. We assume no 
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responsibility with respect to the applicability or the effect ofthe laws of any other jurisdiction and express no 
opinion as to the enforceability of tiie choice of law provisions contdned in tiie Indenture. 

The opinions expressed herein are based upon an analysis of existing statutes, regulations, 
mlings and judicid decisions and cover certdn.matters not directly addressed by such authorities. 

We cdl attention to the fact that the foregoing opinions may be affected by actions taken (or 
not taken) or events occurring (or not occurring) after the date hereof. We have not undertaken to determine, 
or to inform any person, whether such actions or events are taken (or not taken) or do occur (or do not occur). 

We express no opinion herein as to the accuracy, completeness or sufficiency ofthe Officid 
Statement or other offering materid relating to the Bonds and expressly discldm any duty to advise the owners 
ofthe Bonds with respect to the matters contdned in the Officid Statement. 

Respectfully submitted. 
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